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WALLACE K. DOWNEY 


Commissioner of Insurance 


STATE OF CALIFORNIA 


ALLACE K. DOWNEY, who took office as California Insurance 

Commissioner on February 4 of this year, is a graduate of Stanford 
University and the Stanford Law School. Since 1931, with the excep- 
tion of the war years, he has served as counsel for various transportation 
companies. A lieutenant commander in the United States Naval Re- 
serve, the new Commissioner spent approximately thirty months in the 
Mediterranean area and six months in the Pacific during the war. 
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RECOGNIZING FARM ACCIDENTS AS 
PROBLEM THAT DEMANDS ATTENTION 


T is not unqualifiedly true that the 

American home is an extremely dan- 
gerous place, because so many accidents 
occur there, although for reasons of 
home safety emphasis much has teen 
made of this contention in the past. One 
reason why statistics show so many 
home accidents is because the exposure 
to home accidents is great. Almost 
everyone is exposed to the possibility of 
a home accident during a certain num- 
ber of hours each day, a much different 
situation than exists in industry or in 
such common activities as travel, where 
the number of individuals exposed to 
the chance of accident and the duration 
and frequency of exposure usually are 
less. 


But when it is asserted that the Amer- 
ican farm is a dangerous place, because 
so many accidents occur there, the state- 
ment comes much closer to the truth. 
The farmer and his family do not seem 
exposed to the dramatic hazards present 
in much of industry, for instance. Yet 
the number of accidental injuries and 
accidental deaths which occur each year 
upon American farms are much greater 
than it seems they should be. By way 
of comparative measurement it may be 
pointed out that there were fifty-four 
accidental deaths per 100,000 farm 
workers last year, as against thirty-one 
accidental deaths per 100,000 workers 
for all of American industry. 


During the week of July 20-26 ef- 
fort will be renewed to reduce the farm 
accident toll through the educational 
and related activities incidental to Farm 
Safety Week, which has come to be 
sponsored by a variety of interested or- 
ganizations since its conception by the 
National Safety Council in 1944. It 
will be pointed out to farm families 
throughout the nation that they owe it 
to themselves to learn what hazards 
menace their lives, what each memter 
of the family can do to eliminate as 


many of these hazards as possible, and 
that carelessness on the part of any 
member of the family perils the lives 
and happiness of all. 


Many reasons have been advanced for 
the prevalence of farm accidents. One 
is that farm families live with their 
work, and that every member of the 
family helps with the work, in contrast 
to most other occupational groups. A 
second is that farming requires the per- 
formance of a wide variety of jobs, re- 
quiring use of many types of equip- 
ment, as compared with specialization 
common in other fields. Another is 
common on the farm as compared with 
that safety appliances are much less 
common on the farm compared with 
industrial plants, and that it often is 
difficult to apply a safety device to the 
work of the individual farmer. Fin- 
ally it is impossible to apply to an in- 
dividual farm the same sort of safety 
incentives and techniques that can be 
applied in industry, where work activi- 
ties usually are comparatively central- 
ized. 

Motor vehicle fatalities are compara- 
tively common among farmers. Among 
the principal types of work accidents 
are those involving farm machinery, 
falls, and livestock. 


That there is a need for safer farm 
operation has been highlighted by the 
recent report of the National Safety 
Council on farm accidental deaths for 
1946, which showed an increase of 9% 
to a total of 18,500 as against 17,000 
in 1945. Practically all of the increase 
was due to motor vehicle deaths, which 
rose during the year to 7,000 from a 
1945 figure of 5,500. 


The year’s deaths from farm home 
accidents remained unchanged at 6,500, 
with approximately 1,000,000 non-fatal 
injuries. There was a 27% increase in 
farm motor vehicle deaths, as against 
18% for the remainder of the nation. 
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Of the 4,500 farm work deaths, 1,000 
were motor vehicle fatalities, an im- 
provement of one hundred in the work 
death classification over 1945, but farm 
work deaths constituted 27% of the 
nation’s occupational death toll. Deaths 
from such public causes as drowning, 
excluding motor vehicle deaths, were 
up 7%—to 1,500—over the previous 
year. In addition the farm fire loss 
during 1946 was estimated at $90,000,- 
000, approximately one-sixth of the 
national total. 


Whatever the special problems in- 
volved in meeting the menace of farm 
accidents, it is evident even from the 
unadorned statistics that the nation’s 
farms present a fertile field for safety 
educational activities. 


AIRLINE CRASHES 


HEN the latest types of airplanes, 

operating on scheduled airlines, 
begin to fall so frequently as to excite 
general public attention, considerable 
comment is certain to develop. Much of 
it, naturally, is uninformed. Doubtless 
some of it is prompted by motives other 
than a sincere desire to shed possible 
light on conditions which may be re- 
sponsible for the crashes. 


Of all the statements issued recently 
—when a series of disasters permitted 
the scheduled airlines to make the front 
pages more frequently than they wished 
—this publication liked best that issued 
a few weeks ago by the Transportation 
Insurance Rating Bureau, the under- 
writing and rate-making organization 
concerned with aviation risks insured 
by a number of the leading mutual in- 
surance carriers. Distributed as a bulle- 
tin to underwriting and engineering 
personnel of member carriers, it offered 
the opinion that there seemed no rea- 
son for changing sound underwriting 
practices—that the accidents were not 
being caused by any obscure mechanical 
defects, but by the failure of flight and 
maintenance personnel to follow pro- 
cedures for safe operation and mainte- 
nance laid down in existing regulations. 
It recommended that each insurance 
company keep a sharp eye on its own 
risks to make certain that regulations 
are complied with, and that underwrit- 
ers and safety engineers call attention 
of authorities to the necessity for ob- 
servance of regulations. 


“Civil Aeronautics Board reports on 
crashes during the past few years reveal 
no new accident causes, but rather they 
pile up an amazing record of human 
failures” the statement declared. ‘Many 
accidents are ascribed to pilot error, and 
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official reports are couched in such 
language as “The probable cause of this 
accident was the action of the pilot in 
continuing flight over mountainous ter- 
rain under instrument conditions at an 
altitude below the minimum authorized 
instrument altitude.’ The facts are that 
many crashes have resulted from com- 
pany negligence in not setting up proper 
safety procedures, deliberate taking of 
chances by pilots, and occasional fla- 
grant violation of company and C.A.A. 
regulations. Pilots are to blame when 
they intentionally deviate from the air- 
ways without justification other than 
personal preference, or when they fly 
below prescribed altitudes. Companies 
are to blame when they fail to train 
their flight and ground personnel, or 
when they do nothing to detect sloppy 
practices of their maintenance and op- 
erating personnel.” 


It is a simple matter to recommend 
new remedies when a situation develops 
which looms large in the public eye. 
It is nowhere near so spectacular, but 
usually more effective, to urge that a 
check be made to determine whether 
remedies long available are being applied 
effectively. 


HOSPITAL TUBERCULOSIS 


MONG those having some practical 
concern either with industrial ac- 
cidents or with occupational disease the 
tendency, naturally, is to think in terms 
of the obviously high-hazard industries 
—those in which a considerable number 
of such accidents or diseases develop. 
Except among those who are very close 
to specialized problems it is not too 
often that the ratios which exist be- 
tween the amount of insurance premi- 
ums collected in particular fields against 
such hazards, and the amounts paid out 
in losses by insurers, receive the atten- 
tion which they deserve. 


One such special problem—the prev- 
alence of occupationally-induced tuber- 
culosis among hospital employees, es- 
pecially nurses—was called very sharp- 
ly to the attention of the National Tu- 
berculosis Association a few weeks ago 
upon the occasion of its annual meet- 
ing at San Francisco by B. E. Kuechle, 
vice president and claims manager of 
the Employers Mutual Liability Insur- 
ance Company of Wisconsin, one of in- 
surance’s closer students of matters 
medical. 


Citing Wisconsin as an example be- 
cause of the availability of statistics, he 
stated that during the latest policy year 
for which figures are at hand insured 
Wisconsin hospitals had a compensation 
loss ratio of 92.3%, as against a loss 





ratio of 48.8% for all Wisconsin in- 
sured business. Compensation rates in 
the state decreased 35.3% from 1934 
to 1946, during which time the hos- 
pital rates for professional employees 
have increased 83.8%. On January 1 
rates for hospital professional employees 
were increased over the rates effective 
in 1945 by 54.5% in the face of a gen- 
eral reduction statewide for all business 


of 5.2%. 

The best actuarial computation his 
company has been able to make is that 
the insured hospitals of the United 
States have an indicated annual payroll 
of about $1,562,000,000 per year, and 
losses of $7,553,000 per year, much of 
it due to tuberculosis. 


“There is no reason to assume that 
the public is not going to become con- 
scious of the poor health supervision 
being maintained in our hospitals,” he 
asserted. “‘As the public becomes con- 
scious of this situation the demand for 
corrective legislation will without doubt 
resulting in granting compensation bene- 
fits for diseases contracted by hospital 
employees on the same basis as they are 
now receiving benefits for industrial 
accidents. When nurses become more 
and more aware of their rights under 
already existing laws, we may assume 
that claims will increase in number 
very materially. Any hospital admin- 
istrator will realize that adding 50% 
to those hospital costs attributable to 
accidents and disease in addition to the 
necessary overhead that must be added 
to the direct losses will produce a figure 
which no longer can be ignored. 


“It is pathetic that hospital adminis- 
trators must be forced by mounting in- 
surance costs due to tuberculosis claims 
of employees to finally awaken to the 
necessity of protecting their employees. 
We know the hazard is constantly pres- 
ent. In Wisconsin in 1945, out of 651 
recorded deaths from tuberculosis, 124 
occurred in our general hospitals. In 
1941, in an article on ‘A Tuberculosis 
Control Program’ published in the 
American Journal of Public Health, 
Dr. Plunkett of New York made this 
statement: ‘During the past five years 
the New York State Insurance Fund 
has expended more than $900,000 for 
medical and nursing care and compen- 
sation for 120 cases of tuberculosis 
which were declared compensable, and 
which had developed among 17,000 em- 
ployees of the Department of Mental 
Hygiene.’ Drs. Riggins and Amberson 
reported some time ago that in most 
nursing schools associated with large 
general hospitals from 75% to 100% 
of the students who entered with a 
negative tuberculine reaction acquired 
a positive reaction during training. 


“The cost factor is not the only one 
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which must be considered in discussing 
this problem. In the face of the already 
existing shortage of nurses young girls 
are becoming fearful of this hazard of 
tuberculosis, and are reluctant to take 
nurses’ training courses. Parents, as 
they become aware of the danger, are 
discouraging and even prohibiting their 
daughters from following this profes- 
sion. The answer to the problem is 
simple—hospitals must, as a minimum 
standard, follow the recommendations 
for tuberculosis control among em- 
ployees recommended by the American 
Hospital Association.” 


AUTOMOBILE NEWS 


OWEVER pleasing the sleekness of 

their lines may be to the public, it 
has become pretty generally recognized 
that recent trends in automobile body 
design are calculated to furnish little 
save headaches to insurance companies 
charged with the responsibility of pay- 
ing physical damage losses upon these 
shiny vehicles. The contrast between 
the present and the good old days— 
when a fender was merely a fender— 
has been growing more striking month 
by month. 


It is for this reason that the recent 
opinion of the Supreme Court of Ten- 
nessee in the case of Lunn v. Indiana 
Lumbermens Mutual Insurance Com- 
pany, which once would have been 
passed by as a mere indication that one 
judge exists who is possessed of some 
mechanical knowledge, has become a 
matter of news importance. 


The case involved an automobile 
which, like all new automobiles, had a 
hood that raised up like the top of a 
hotel coffee-pot once the latch holding 
it down was released. The latch broke 
while Lunn was driving along the road 
at a reasonable rate of speed, and the 
hood inflicted considerable damage when 
it smashed back into the car’s wind- 
shield. Lunn held that this was a case 
of accidental damage for which he 
should be reimbursed under the terms 
of his comprehensive automobile policy. 


Since a great many similar cases are 
understood to have come up recently, 
the insurer went to the courts for an 
interpretation of the question of its li- 
ability. The Supreme Court of Ten- 
nessee, in holding that the insurance 
company was not liable under its pol- 
icy, said: “The breaking of this latch 
made effective an existing physical law 
—which otherwise was totally ineffec- 
tive—upon the hood of this car, but we 
do not think that the effect of this ex- 
isting physical law was a proximate 
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cause of this accident. It was only -the 
breaking of the latch that made appli- 
cable the existing physical law in ques- 
tion. If, instead of the latch breaking, 
the wheel of this automobile had sud- 
denly rolled off the axle, that automobile 
in necessary obedience to the physical 
law of gravity would have immediately 
fallen violently to the surface of the 
highway. However, it could not be said 
that the law of gravity was the proxi- 
mate cause of the accident. The sole 
cause of the accident would have been 
the dropping off of the wheel. So, in the 
instant case, the pressure against the 
hood of the automobile in response to a 
physical law is certain as the law of 
gravity was not a proximate cause of the 
hood being blown up. The breaking of 
the latch intended to prevent such an 
occurrence was the proximate cause of 
the hood being removed from the posi- 
tion in which the latch held it.” 


SUN GLASSES 


ASUAL observation indicates that 
a sizeable segment of our popula- 
tion apparently is convinced that the 
donning of a pair of so-called “sun 
glasses” adds to its appearance a Holly- 
woodian touch of distinction not other- 
wise to be achieved. The tendency is 
to look upon this as a more or less 
harmless affectation, with no possible 
bearing either upon eye health or upon 
the occurrence of the many types of 
accidents to which visual inefficiency 
contributes. 


In addressing the New York Safety 
Council’s annual meeting not long ago 
Lieutenant Commander Dean Farns- 
worth, of the medical research depart- 
ment of the United States submarine 
base at New London, Connecticut, took 
occasion to make some rather critical 
remarks upon the subject. With the 
sun-glasses season now in full swing, 
and with the sun-glasses cult seeming 
to gain additional recruits monthly, a 
repetition of some of his comments 
might serve an extremely useful pur- 
pose. 


He indicated that many of the ad- 
vertised advantages of sun glasses are 
preposterous, and that from some of 
the claims made “it would seem that 
the Indian herb doctors and the in- 
ventors of perpetual motion have gone 
into partnership”. 


He pointed out that it is true that 
glare—in the simple sense of too much 
light—can cause eyestrain and ocular 
injury, or set up a train of physical 
disturbances. Associated with excessive 
light may be excessive heat (infra-red) 


and excessive erythemic energy (ultra- 
violet). But because there is extreme 
variability in individual tolerances not 
everyone should wear sun glasses, al- 
though eyestrain from glare should 
not be taken lightly by anyone. Blue- 
eyed blondes, for instance, tend to be 
more subject to this type of eyestrain 
than dark-eyed brunettes. 


One of the best methods of protec- 
tion against visible glare is shielding the 
eyes from light from above, below, and 
sides—most glare appears to be peri- 
pheral glare, which was responsible for 
much naval wearing of baseball caps. 
But blocking peripheral vision is danger- 
ous for drivers and pedestrians, even 
though this constitutes excellent glare 
protection. So sun glasses have become 
popular—they reduce the intensity of 
light rather than peripheral light. 


In sun glasses four factors should be 
considered—percentage of transmission 
of light, color, absorption of ultra-violet 
and infra-red, and angle of coverage. 
If more than 30% of light is trans- 
mitted, the glasses are of little value. 
Transmission in most military glasses 
is 10%-20%, and the German submar- 
ine service had a 3% glass by the end of 
the war. The more nearly colorless the 
glass the better is color rendition, and 
strong yellows, blues, and oranges 
should be avoided; dull green apparently 
is best if color must be used. Most 
heat damage is from near infra-red, so 
the real measure of protection is not 
how much total heat is cut down, but 
how much heat is cut down in the 700- 
1,400 mu wavelength band. Some sun 
glasses transmit more ultra-violet than 
window glass would, since ordinary 
glass transmits very little. 


Since peripheral illumination appar- 
ently produces more glare than light 
which falls on the center of the retina, 
it is obvious that most drugstore and 
notion counter glasses are too small to 
afford much protection; lenses must be 
large enough to cover practically the 
entire field of view. 


Sun glasses should be worn in ex- 
ceedingly strong light, heat, and in high 
altitudes. They should be worn at or- 
dinary intensities by people whose eyes 
are hyper-sensitive, and by individuals 
newly subjected to unaccustomed in- 
tensities until tolerance is acquired. Sun 
glasses should not be worn when the il- 
lumination level is low, such as early 
morning, late afternoon, indoors, or un- 
der artificial light. They should never 
be worn for night driving, and consti- 
tute a definite hazard when facing on- 
coming headlights. Ordinary sun glasses 
cannot be used to reduce brightness 
contrast or the type of glare which is 
due to reflection from highly polished 
surfaces. 
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Commissioners - All Industry Bills 
Set 1947 Rate Legislative Pattern 


‘oe all practical purposes the begin- 
ning of July saw the end of the 
legislative year of 1947 in the states, a 
year in which the business of insurance 
was forced to concern itself more ex- 
tensively with the enactments of the 
various general assemblies than in any 
previous year in history. The reason 
was the necessity for establishing an 
adequate and reasonably uniform pat- 
tern for state regulation of insurance, in 
order that the newly-asserted power of 
Congress over the business would not 
impel that -ody to superimpose upon 
the existing framework of state insur- 
ance supervision a system of Federal 
regulation of insurance’s interstate as- 
pects. 


The element of time entered into the 
situation because of the fact that United 
States Public Law No. 15—passed by 
Congress in 1945 to stay temporarily 
the application to the insurance busi- 
ness of certain Federal statutes—runs 
out on January 1, 1948. After that 
date, in the absence of new Congres- 
sional action, such Federal laws as the 
Sherman Act, the Clayton Act, the 
Federal Trade Commission Act, and 
possibly the Robinson-Patman Act ap- 
ply to insurance, a development which 
would make it especially difficult for 
insurance carriers to determine proper 
rates. Concerted action in making rates 
has been considered essential in the in- 
surance field in the past, due to the be- 
lief that these estimates of future losses 
can be based successfully only upon 
analysis of the loss experience of a large 
number of insurance companies. 


Whether the Federal statutes listed 
actually will apply to the insurance 
business after January 1, 1948, is not 
yet certain. On June 27, 1947, Sen- 
ator McCarran (acting for himself and 
for Senator Wiley, chairman of the 
United States Senate’s Judiciary Com- 
mittee) introduced in that body Senate 
Bill No. 1508, which would extend the 
moratorium to June 30, 1948. Its 
purpose is understood to be to give Con- 
gress an opportunity to appraise the 
success which state legislatures have had 
during the past six months in bringing 
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Introduction of New McCarran Bill Amending Public Law 15 
Designed to Extend Insurance Moratorium to June 30, 1948 





Both the new president of the National Association of Insurance Commissicners—Seth B. 
Thompson, Oregon Commissioner of Insurance (left)—and the organization’s president during 
the past year—Robert E. Dineen, New York State Superintendent of Insurance dright)—were 
extremely active in the long effort to develop suggested legislation that would provide effective 
insurance rate regulation in the states. 


their insurance regulatory laws into har- 
mony with what Congress considers ade- 
quate supervision of the insurance busi- 
ness. Passage of the bill not only would 
give Congress this opportunity during 
the early months of next year, but 
would permit further action by such 
states as have legislatures meeting in 
1948. 


Whatever the disposition of the Mc- 
Carran bill, the completion of virtually 
all state legislative sessions for this year 
makes a survey of their activities in 
passing insurance regulatory legislation 
in order. 


The legislatures of forty-four states 
met in 1947. Of these thirty-three 
passed new rate regulatory laws for in- 
surance. Some of these new laws reg- 
ulate fire insurance rate-making, some 
regulate casualty insurance rate-making, 
some regulate both in a single law. Con- 
sidering combined fire-casualty rate 
regulatory laws as two separate laws, 
there were sixty-one new insurance rate 
regulatory laws enacted this year. 


Appraising how closely these new 
laws come to providing adequate insur- 
ance rate regulation is a task which re- 
quires going back to the history of the 
development of the principal bills which 
were introduced. As long ago as the 
summer of 1945 a number of leading 
national insurance associations—even- 
tually numbering nineteen—joined in 
an Insurance All-Industry Committee 
at the suggestion of the National As- 
sociation of Insurance Commissioners. 
The Committee’s purpose was to recom- 
mend to the insurance regulatory au- 
thorities the measures which the insur- 
ance business believed should be adopted 
in order to establish a pattern of state 
insurance regulation which 
would consider satisfactory. 


Congress 


After some preliminary investigations 
the Committee came to the conclusion 
that passage of state insurance rate 
regulatory statutes was the key to the 
question of effective state regulation. 
The holding of a number of meetings 
led to the preparation of two rate regu- 
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latory laws—one for fire insurance and 
one for casualty insurance—which were 
presented to the state regulatory author- 
ities at the 77th annual convention of 
the National Association of Insurance 
Commissioners held in Portland, Or- 
egon, in June of 1946. 


These measures met with the approval 
of the commissioners’ organization. 
Later in the year several changes were 
suggested and adopted by the Insurance 
All-Industry Committee—which would 
have had the effect of relaxing the re- 
quirements for furnishing information 
in support of rate filings—and which 
were known as the Moser amendments 
after their sponsor, Henry S. Moser. 
The appropriate committees of the Na- 
tional Association of Insurance Com- 
missioners refused to accept these a- 
mendments to the originally-approved 
bills, but at a later meeting an agree- 
ment to accept several revised amend- 
ments in the same field was worked out 
between representatives of the Insurance 
All-Industry Committee and the com- 
mittees of the National Association of 
Insurance Commissioners. 


The two bills which resulted—one 
for regulation of fire insurance rate- 
making and one for regulation of casu- 
alty insurance rate-making — became 
known as the Commissioners-All In- 
dustry bills, and were introduced into 
all of the state legislatures where such 
action was deemed required. 


With combinations of fire and casu- 
alty insurance rate regulation into a 
single bill considered as two laws, there 
were thirty-one laws passed in 1947 
which were substantially the Commis- 
sioners-All Industry bills without ma- 
terial changes reducing their adequacy. 
Fire and casualty bills of this type were 
enacted in: Connecticut, Georgia, Illi- 
nois, Iowa, Minnesota, Nebraska, Ne- 
vada, New Mexico, North Dakota, Ore- 
gon, South Carolina, South Dakota, and 
Wisconsin. Fire bills of this type were 
enacted in: Colorado, Kansas, Michigan, 
and Ohio; West Virginia passed a law 
along these lines applying to inland 
marine and allied lines only, already 
having regulation of fire insurance rates. 


Vermont passed a casualty rate reg- 
ulatory law based upon similar princi- 
ples, but omitting many details. Wash- 
ington passed a fire rate regulatory law 
based upon similar principles, but strict- 
er in most respects. : 


Laws which are substantially the 
Commissioners-All Industry bills, but 
with the Moser amendments on sup- 
porting information, were passed in In- 
diana and Wyoming for fire insurance, 
and in Arkansas for both fire and casu- 
alty insurance. 
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Twenty-four new laws were passed 
with substantive departures from the 
Commissioners - All Industry pattern 
which would seem to affect their ade- 
quacy materially. Such fire and casu- 
alty bills were passed in: Arizona, Cali- 
fornia, Delaware, Maine, Massachusetts, 
Montana, New Hampshire, Pennsyl- 
vania, and Utah. Such casualty bills 
were passed in: Colorado, Indiana, Mich- 
igan, Ohio, Washington, and Wyoming. 
Idaho passed such a fire bill. 


Four states passed only one new law 
in 1947: Idaho, Kansas, Vermont, and 
West Virginia. Ten states did no ma- 
jor overhauling of their insurance rate 
regulatory laws in 1947, in most cases 














because similar legislation already was 
on the statute books. They were: Ala- 
bama, Florida, Maryland, New Jersey, 
New York, North Carolina, Oklahoma, 
Rhode Island, Tennessee, and Texas. 
Four states—Kentucky, Louisiana, Mis- 
sissippi, and Virginia—had no regular 
legislative sessions in 1947. 


PON the basis of information 

reaching this publication as of 

July 1, 1947, the insurance rate regula- 

tory legislative situation upon that date 
was as follows: 





Members of the Committee on Rates and Rating Organizations of the National Association of 
Insurance Commissioners, active in developing suggested rate regulatory legislation, include: 
chairman, Charles F. J. Harrington (upper left), Massachusetts Commissioner of Insurance; 
Newell R. Johnson (upper right), Minnesota Commissioner of Insurance; J. Edwin Larson (lower 


left), Florida Insurance Commissioner; and James M. McCormack 


Commissioner of Insurance. 





(lower right), Tennessee 
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ALABAMA. No bills directly affect- 
ing fire and casualty insurance rate reg- 
ulation have yet been introduced. Fire 
and casualty rate regulatory legislation 
was passed in 1945. 


ARIZONA. Fire and casualty rate 
regulatory bills were signed. Fire law 
provides that no rate shall be held ex- 
cessive if free competition exists in the 
area and classification. Casualty law 
provides in addition, that no rate shall 
be held inadequate unless continued use 
of such rate would endanger insurer’s 
solvency; permits “flash filings”. Legis- 
lature adjourned March 20. 


ARKANSAS. Fire and casualty rate 
regulatory bills, similar to original Com- 
missioners-All Industry bills with Moser 
amendments, were signed, as was anti- 
rebate. bill. Legislature adjourned March 
13. 


CALIFORNIA. A _ combined fire- 
casualty rate regulatory bill was signed. 
It does not require filing of rates, but 
Insurance Commissioner can order com- 
pliance with requirement that rates be 
not excessive, inadequate, or unfairly 
discriminatory. Rate is defined as “not 
excessive” unless it is too high for the 
insurance afforded and reasonable com- 
petition does not exist. Rate is defined 
as “‘not inadequate” unless unreasonably 
low for insurance afforded and either 
affects the insurers’ solvency or its use 
would restrict competition or result in 
monopoly. Legislature adjourned June 
20. 


COLORADO. A fire rate regulatory 
bill, substantially the Commissioners- 
All Industry bill, and a casualty rate 
regulatory bill sponsored by Insurance 
Commissioner were passed and signed. 
Legislature adjourned April 18. 


CONNECTICUT. Amended versions 
of the final Commissioners-All Industry 
fire and casualty rate regulatory bills 
were passed and signed, to replace fire 
and casualty rate regulatory laws passed 
in 1945. A bill concerning interlock- 
ing directorates was signed. Legisla- 
ture adjourned June 3. 


DELAWARE. A combination fire 
and casualty rate regulatory bill was 
enacted. Legislature adjourned April 5. 


DISTRICT OF COLUMBIA. Bill 
seeking to amend Public Law 15 to ex- 
tend insurance moratorium to June 30, 
1948, introduced June 27 by Senator 
McCarran. Commissioners—All Indus- 
try casualty rate regulatory bill, with 
Moser amendments, and seven other 
casualty rate regulatory bills, have been 
introduced, and remain in House com- 
mittee on District of Columbia. 


FLORIDA. Bills that passed and be- 
came law without Governor’s signature 
included: unfair trade practices act; 
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act amending present casualty rating 
law to make it apply to motor vehicle 
insurance, and adding “choice of act” 
paragraph; act adding “choice of act” 
paragraph to present fire rating law and 
excluding motor vehicle insurance; act 
regulating advisory organizations. Leg- 
islature adjourned June 6. 


GEORGIA. Commissioners-All In- 
dustry fire and casualty rate regulatory 
bills were passed and signed. Legisla- 
ture adjourned March 22. 


IDAHO. A bill regulating fire in- 
surance rates, one regulating examining 
bureaus, and one amending the anti- 
rebate law were enacted. Legislature 
adjourned March 6. 


ILLINOIS. Fire and casualty insur- 
ance rate regulatory bills based on Com- 
missioners-All Industry bills were intro- 
duced under sponsorship of interim 
study commission, amended, and passed 
June 30. Also passed were bills repeal- 
ing rating provisions of workmen’s 
compensation rejected risk law, and 
concerning interlocking directorates and 
insurance stock ownership. Legislature 
adjourned June 30. 


INDIANA. Bills signed included: a 
fire insurance rate regulatory bill simi- 
lar to original Commissioners-All Indus- 
try bill with Moser amendments; a 
casualty maximum rate bill permitting 
secret cut-rate filings; a workmen’s 
compensation bill permitting secret cut- 
rate filings; a bill requiring rating or- 
ganizations for fire, marine, inland 
marine and allied lines to have one-third 
Indiana members of governing board, 
half stock, half mutual; unfair trade 
practices bill. Legislature adjourned 
March 10. 


IOWA. Commissioners-All Industry 
fire and casualty rate regulatory bills 
were passed and signed. Legislature ad- 
journed April 25. 


KANSAS. Commissioners-All In- 
dustry fire insurance rate regulatory bill 
was passed and signed. Casualty insur- 
ance rate regulatory bill was killed. Leg- 
islature adjourned April 4. 


KENTUCKY. Legislature did not 
meet in 1947. Fire and casualty insur- 
ance rate regulatory legislation was 
passed in 1946. 


LOUISIANA. Legislature did not 
meet in 1947. State has all-line regula- 
tion, and is preparing recodification of 
insurance laws for 1948 session. 


MAINE. Fire and casualty insurance 
rate regulatory bills sponsored by In- 
surance Commissioner and local agents, 
amended to require filing of rates, were 
passed and signed. Legislature adjourned 
May 14. 





MARYLAND. Unfair trade prac- 
tices bill was enacted. Fire and casualty 
insurance rate regulatory legislation was 
enacted in 1945. Legislature ad- 
journed March 31. 


MASSACHUSETTS. Governor sign- 
ed: anti-rebating bill, fire rate regula- 
tory bill, bill amending workmen’s com- 
pensation rating law, casualty rate reg- 


ulatory bill and unfair trade practices 
bill. 


MICHIGAN. Bills passed and signed 
included: Commissioners-All Industry 
fire rate regulatory bill with minor 
amendments; Commissioners-All Indus- 
try casualty rate regulatory bill with 
extensive amendments; unfair trade 
practices bill. 


MINNESOTA. Commissioners - All 
Industry fire and casualty insurance 
rate regulatory bills, with amendments, 
and unfair trade practices bill, were 


passed and signed. Legislature ad- 
journed April 23. 
MISSISSIPPI. Legislature did not 


meet in 1947. Casualty rate regulatory 
legislation, and amendments to previous 
fire rate regulatory legislation, were 
passed at 1946 session. 


MISSOURI. Commissioners-All In- 
dustry casualty rate regulatory bill was 
introduced with Insurance Commission- 
ers’ sponsorship, as was a fire rate regu- 
latory bill amending present law. An- 
other casualty rate regulatory bill spon- 
sored by local insurance agents also was 
introduced. On May 23 legislature re- 
cessed until January, 1948, without act- 
ing on bills. 


MONTANA. Combination fire-cas- 
ualty rate regulatory bill on “California 
Plan”, with some Commissioners-All 
Industry amendments was enacted. Leg- 
islature adjourned March 6. 


NEBRASKA. Commissioners-All In- 
dustry fire and casualty rate regulatory 
bills, with Moser amendments, were 
amended, passed, and signed, as was 
amended unfair trade practices bill. Leg- 
islature adjourned June 6. 


NEVADA. A combination fire-cas- 
ualty rate regulatory bill similar to the 
final Commissioners-All Industry bills 
was enacted. Legislature adjourned 
March 21. 


NEW HAMPSHIRE. Bills passed in- 
cluded: unfair trade practices act; bill 
regulating rating organizations; bill 
amending workmen’s compensation and 
motor vehicle laws; bill regulating cer- 
tain fire and casualty insurance rates. 


NEW JERSEY. An unfair trade 
practices act, and a bill to put certain 
inland marine rates under the rating 
law, were passed. The state already has 
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Prominent in the deliberations of the Insurance-All Industry Committee were, left to right: J. Raymond Berry, New York City, National Board of 


Fire Underwriters; Henry S. Moser, Chicago, National Association of Independent Insurers; and Ray Murphy, New York City, Association of Casu- 
alty and Surety Companies. 


all-line rate regulation. 
journed April 21. 


NEW MEXICO. Commissioners-All 
Industry fire and casualty insurance rate 
regulatory bills were enacted, as was 
an unfair trade practices bill. Legis- 
lature adjourned March 15. 


NEW YORK. Unfair trade practices 
act passed but vetoed by Governor. 
Bills enacted permitting excess rates on 
risks unable to secure insurance, and 
permitting state to buy and sell ad- 
visory service on rate matters. Reso- 
lution for interim study of Public Law 
15 problems approved. Bill to add a 
number of Commissioners-All Industry 
provisions to present rating law passed 
House but died in Senate. Bills for 
state anti-trust law, to regulate rates 
of state workmen’s compensation fund, 
and the rate regulatory bill sponsored 
by Risk Research Institute died when 
legislature adjourned March 18. 


NORTH CAROLINA. Bill to ex- 
empt truck and bus insurance from rat- 
ing law, amended to exclude passenger 
cars and taxicabs, was passed and signed. 
Fire and casualty rate regulatory laws 
were passed in 1945, and workmen’s 
compensation and automobile rate reg- 
ulatory laws preceded them.  Legisla- 
ture adjourned April 5. 


Legislature ad- 


NORTH DAKOTA. Commission- 
ers-All Industry fire afd gcasualty rate 
regulatory bills were passed, as was a 
bill amending the anti-rebate and anti- 
discrimination laws. Legislature ad- 
journed March 7. 


OHIO. Commissioners-All Industry 
fire rate regulatory bill was passed and 


signed, as was casualty rate regulatory 
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bill sponsored by local insurance agents. 
Legislature adjourned June 30. 


OKLAHOMA. Legislature adjourned 
May 8 without taking action on fire 
and casualty insurance rate regulation. 


OREGON. Commissioners-All In- 
dustry fire and casualty rate regulatory 
bills were passed and signed. Legisla- 
ture adjourned April 5. 


PENNSYLVANIA. Fire and casu- 
alty rate regulatory bills, unfair trade 
practices bill, and bills on interlocking 
directorates and stock ownership in in- 
surance companies—sponsored by Penn- 
sylvania Industry Conference Commit- 
tee—were passed and signed. Legisla- 
ture adjourned June 16. 


RHODE ISLAND. Legislature ad- 
journed May 29 without taking action 
on fire and casualty insurance rate reg- 
ulation. Resolution extending life of 
interim insurance committee to 1948 
session of legislature was approved. 


SOUTH CAROLINA. _ Insurance 
code containing Commissioners-All In- 
dustry fire and casualty rate regulatory 
articles was passed and signed. Legis- 
lature adjourned May 14. 


SOUTH DAKOTA. Commissioners- 
All Industry fire and casualty insurance 
rate regulatory bills were passed and 
signed, as was unfair trade practices bill. 
Legislature adjourned March 7. 


TENNESSEE. Unfair trade prac- 
tices bill was passed and signed. Rate 
regulatory measures were passed in 1945. 
Legislature adjourned March 14. 


TEXAS. State has comprehensive 
insurance rate regulatory laws. Leg- 
islature adjourned June 6. 


UTAH. Insurance code including 
Commissioners-All Industry rating ar- 
ticle and unfair trade practices article 
was passed and signed. A bill permit- 
ting finance companies to write auto- 
mobile physical damage coverages, and 
requiring them to file rates subject to 
approval, was passed and signed. Leg- 
islature adjourned March 13. 


VERMONT. Bill amending the fire 
rate regulatory law to include casualty 
lines was passed and signed. Legisla- 
ture adjourned April 26. 


VIRGINIA. Legislature did not meet 
in 1947. State has comprehensive in- 
surance rate regulatory laws. An in- 
terim insurance committee is drafting 
a program for submission to 1948 ses- 
sion of legislature. 


WASHINGTON. Insurance code, 
including a rating article, a separate 
section on casualty insurance, and an 
unfair trade practices provision, was 
passed and signed. Legislature ad- 
journed March 13. 


WEST VIRGINIA. Commissioners- 
All Industry fire rate regulatory bill 
applying only to inland marine and al- 
lied lines was passed and signed. Com- 
missioners-All Industry casualty rate 
regulatory bill died in conference com- 
mittee. Legislature adjourned March 8. 


WISCONSIN. Commissioners - All 
Industry fire and casualty rate regula- 
tory bills, with amendments, were 
passed, as was an unfair practices bill. 


WYOMING. A fire rate regulatory 
bill similar to the unamended version of 
the Commissioners-All Industry bill, 
and a casualty rate regulatory bill, were 
passed and signed. Legislature adjourned 
February 24. 
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CHANGES WHICH ARE INFLUENCING 





MMT 


BUYING OF INSURANCE PROTECTION 


EFORE discussing the change 

which are today affecting the pur- 
chasing of insurance by industrial and 
commercial companies, it seems expedi- 
ent to trace briefly the development of 
corporate insurance buying practices 
and personnel, since they have an im- 
portant bearing on the problem. 


Until a very few years ago most busi- 
nesses looked upon insurance primarily 
as protection for physical assets. Its 
cost was a non-productive expense—a 
mere fraction of total operating expen- 
ditures. Consequently its purchase and 
handling more often than not was placed 
under the supervision of an executive 
already burdened with other duties. As 
a result this executive, with the assist- 
ance of a clerk or two, was forced to 
place considerable reliance upon insur- 
ance agents or brokers for the proper 
coverages. 


With the development of casualty in- 
surance providing protection against 
claims by third parties for real and im- 
aginary injuries, and with the passage 
of workmen’s compensation acts for the 
protection of employees in industry, the 
scope of corporate insurance gradually 
expanded. Some corporations began to 
realize that—as the conduct of their 
business became more complicated—so 
too did insurance become more involved 
in every phase of their operations. 


Experience showed that no agent or 
broker, no matter how well qualified, 
could possibly be as close to the corpor- 
ation’s problems as a trained insurance 
man in its own organization, who had 
ready access to all internal affairs. It 
was then that the profession of insur- 
ance management was born, and that 
autonomous insurance departments came 


to be established. 


Today insurance coverage for indus- 
try not only provides protection for 
plant and property, defense against 
third party actions, and compensation 
to injured employees—it also extends 
to include the conservation of earning 
power and human resources. For ex- 
ample with our production capacity not 
yet at its peacetime level, a fire loss 
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By |. M. Carpenter 


involves more than just damaged prop- 
erty. It also involves loss of earnings 
by employees put out of work, and pro- 
duction tie-ups that frequently start 
a chain reaction in many industries 
through lack of component parts. 


The implications of insurance today, 
therefore, are such that the business 
which does not place its insurance pro- 
gram in a role of major importance in 
its corporate activities may be endan- 
gering the nation’s economy as well as 
its own future. 


Hence the person charged with insur- 
ance responsibilities must be armed with 
a real understanding of the problems 
with which he may be confronted. 
These responsibilities vary with the 
needs of the particular business, but in 
general they are: (1) analyzing the ex- 
posures affecting his specific business, 
for the purpose of designing and arrang- 
ing the broadest insurance program at a 
minimum cost; (2) engaging in fire 
prevention and safety engineering ac- 
tivities, for the purpose of reducing the 
potential loss due to fire or accident; 
(3) assisting in the arrangement of all 
employee benefit programs. 


These are only the basic duties of a 
modern insurance manager. It will be 
apparent that he must be familiar with 
all phases of corporate’ activity to ad- 
minister these duties properly. In ad- 
dition he must be equipped to deal with 
those insurance problems which are cur- 
rently of serious importance to every- 
one. 


The most important of these prob- 
lems are: (1) the probable increased 
supervision and regulation of insurance; 
(2) the increasing demands for social 
insurance; (3) the mounting losses un- 
der all forms of insurance; (4) the 
difficulties resulting from inflation of 
all insurable values. 





|. M. Carpenter is manager of the insurance 
department of Ebasco Services, Inc., New York 
City. The report here printed was presented 
at the recent New York City meeting of the 
American Management Association, in which 
he had just completed his term as vice-presi- 
dent in charge of the insurance section. 





BINUUUULLLAUU LAN It 


The insurance industry of this coun- 
try is presently going through the great- 
est transition period that it has ever 
experienced. The principal cause of 
this change is the decision handed down 
in 1944 by the Supreme Court of the 
United States, which found that the 
insurance business constitutes interstate 
commerce. Following the decision Con- 
gress passed a law, commonly known as 
Public Law No. 15, granting a mora- 
torium until January 1, 1948, to pro- 
vide time for the industry to make the 
adjustments necessary for compliance 
with this decision. 


As a result most of the state laws 
governing insurance have been, or are 
in the process of being, drastically 
changed. Where they are not changed, 
the Federal government will take over 
the supervision of insurance. 


While there are some people in the 
insurance business who seem to be in 
favor of Federal supervision, it is gen- 
erally conceded that those states which 
heretofore have had regulatory laws 
have done a good job. It may be stressed 
that supervision should remain with the 
states rather than be assumed by the 
Federal government. This being the 
case, there is no room for doubt that 
laws regulating insurance must be 
amended in those states where supervi- 
sion previously has existed, and must 
be enacted in those states where there 
has been no material supervision. 


Unfortunately there seems to be a 
trend toward over-regulation. This 
trend already has resulted in increased 
costs and coverage restrictions. Unless 
extreme care is exercised continuance 
of this trend will very seriously affect 
the purchasers of insurance, and par- 
ticularly those having multi-state op- 
erations. rely no elaboration of 
the significance of over-regulation on 
private enterprise is needed. 


The fault of this over-regulation 
trend may rest partially with manage- 
ment. Generally speaking they have 
concerned themselves principally with 
day-to-day insurance problems, to the 
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negligence of the forces which are cre- 
ating these problems. With insurance 
taking on increasing importance as an 
economic shock-absorber for industry, 
management must take a more active 
part in matters concerning the business 
of insurance if its interests are to be 
protected to the greatest degree. 


Management, with its practical busi- 
ness experience, should cooperate in 
initiating helpful interest in guiding 
regulation. This constructive effort per- 
haps may be incorporated with the aims 
of trade associations as well as with the 
insurance regulatory bodies in each 
state, so that it may not be said that 
management had no word in the changes 
that appear inevitable. In the absence 
of such participation upon the part of 
management, it may be expected that 
the regulatory laws now being amended 
or enacted will affect adversely indus- 
try’s best interests. 


In addition to management’s respon- 
sibility with respect to insurance legisla- 
tion there is also the ever-growing com- 
plexity of business, with attendant in- 
crease of hazard, which requires higher 
limits of protection with correspond- 
ingly higher costs. For example, top 
management today must give attention 
to social security development. It fur- 
ther must give attention to state and 
labor union demands for health and wel- 
fare insurance. If this attention is not 
adequately supplied the Federal govern- 
ment will “step in” to force acceptance 
of expensive socialized schemes. 


As recently as May 20 President Tru- 
man appealed to Congress for a start on 
a broad medical aid plan, including na- 
tionwide health insurance. The Federal 
Security Administration, for several 
years, has promoted legislation aimed 
at providing compulsory cash sickness 
benefits. There will be a bill intro- 
duced into the present Congress on the 
subject. Massachusetts, New Jersey, 
and New York are studying the prob- 
lem, and all three have recommended 
adoption of legislation to effect such 
tenefits. 


The original law covering a plan, of 
this character was enacted in Rhode 
Island. It has discouraged self-insur- 
ance and private insurance plans, and 
has seriously disturbed employer-em- 
ployee relations. Insurance companies 
have found it impractical to write in- 
surance, except in a limited way on 
higher-salaried employees. Benefit as- 
sociations have continued to operate, 
but their costs have increased substan- 
tially. Self-insurance plans have been 
modified or abandoned. There has been 
an increase in malingering, absenteeism, 
and production costs. The plan has 
proved less satisfactory to the employee, 
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and also has increased the cost of work- 
men’s compensation insurance. 


It is well known that any such so- 
cialized plan, whether on a state or na- 
tional basis, would not provide the bene- 
fits to employees that could be secured 
through widespread acceptance of pri- 
vately-insured protections. It is axio- 
matic that the ultimate cost to business 


will be higher. 


The only alternative to the accept- 
ance of widening entry of government 
into the provision of “social insurance” 
is for management to act with dispatch 
—in demonstrating its willingness to 
sponsor and provide well-designed pri- 
vate security programs. 


There also is the problem of greatly 
mounting losses under all forms of in- 
surance. The April fire losses, as re- 
ported by the National Board of Fire 
Underwriters, round out a year which 
has materialized the greatest fire waste 
since that organization started to com- 
pile figures. The development of claims 
consciousness on the part of the general 
public has caused losses under public 
liability and property damage types of 
contracts to increase by leaps and 
bounds. It has been forecast that losses 
due to crime may be expected to reach 
an all-time high, as the country tries for 
adjustment from a war to a peace econ- 
omy. This upward trend in losses repre- 
sents sufficient economic waste to war- 
rant the full attention of management. 


HE fire waste problem has just 

been given nationwide publicity 
through the conference on fire preven- 
tion recently held in Washington at 
the behest of President Truman. This 
unquestionably is a move in the right 
direction, but also it highlights another 
instance of governmental intervention 
where management should have acted 
on its own initiative. It behooves man- 
agement to give specific thought to 
prompt analysis of its individual fire 
hazards—with quick effort to minimize 
these hazards and improve scientific fa- 
cilities for fire-fighting—in order that 
this fire loss trend may be turned down- 
ward in the immediate future. 


In the absence of attention by indus- 
try to loss prevention it may be expected 
that laws controlling industrial hazards 
will be unduly tightened, to the extent 


‘ that flexibility in meeting individual re- 


quirements on an efficient basis will be 
forestalled. Furthermore—since losses 
are directly related to the cost of in- 
surance—it is inevitable that these costs 
will increase if the current loss trend 
is not reversed. 


Finally there is the matter of the 
appreciation in insurable values relat- 
ing directly or indirectly to the infla- 
tionary tendencies now existing in this 
country. The trend has been generally 
upward since 1935. In 1940 there be- 
gan a very rapid increase which is still 
continuing. 

On the basis of the reports of one 
well-known firm specializing in insur- 
ance valuations—and assuming 1926 as 
a peace year to which an index figure of 
100 is arbitrarily applied—average cost 
for all classes of construction and all 
occupanices was 102 in 1940, 120 in 
1943, 135 in 1945, and is about 175 
in 1947. The latest information indi- 
cates rather clearly that the trend is 
still upward, and is continuing upward 
at a rapid rate. 


What can be expected in the months 


‘in the immediate future is purely con- 


jecture. But if the signs are at all 
indicative, a general levelling off should 
begin soon. It seems safe to say that a 
large majority of property today actu- 
ally is under-insured because of this 
rapid rise in construction costs. To the 
extent that it is under-insured, business 
must absorb out of its own pocket its 
proportionate share of any loss. 


The foregoing comments relate solely 
to insurance providing protection for 
loss of buildings. The inflationary trends 
which are today in existence also have 
an important bearing upon almost every 
other form of insurance. The repairs 
to a damaged automobile, the judgments 
awarded in third party actions, and 
even the imaginary monetary require- 
ments of an embezzler are all substan- 
tially higher than just a few years ago. 
As the loss payments under all forms 
of insurance increase, because of this 
tendency, so too does the cost of pro- 
viding the insurance protection increase. 

These are only a few of the thoughts 
which have arisen in pondering the 
changes currently influencing insurance 
buying. You may have received the 
impression from these remarks that 
there are to be-difficult times ahead. 
Frankly it is the opinion of many that 
this is the case. ‘It is to the interests 
of management that its insurance affairs 
be placed in the hands of one who is 
thoroughly capable of giving proper 
consideration to these changes, as they 
relate to the individual problem. 

More attention must be given to the 
forces which are creating these changes 
—in order that the harness of regula- 
tion may be held in a light rein, that 
the demands for “social insurance” may 
be met privately rather than govern- 
mentally, and that the mounting loss 
trend may be reversed. If business will 
soundly support such action the results 
should be materially beneficial. 
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Spotlight on the Agent 


insurance company executives 
past three years have been a pe- 
riod of critical examination, both of 
their own companies and of the organ- 
izations in which these companies are 
associated, and of their own attitudes 
toward various aspects of the business. 
Many of the insurance regulatory au- 
thorities, from their own points of view, 
have been doing the same sort of seri- 
ous thinking about what promises to be 
involved in the task of supervising the 
conduct of the insurance business in 
the future. 


The unconscious tendency has been 


to ascribe this development to the opin- 
ion of the Supreme Court of the United 
States holding insurance to be com- 
merce, since this furnished a convenient 
peg upon which to hang the necessity 
for thinking about changes required 
in the way in which the insurance busi- 
ness has been operating for many years. 
Much less attention has been devoted 
to the extent to which the changing 
economic picture has forced re-exami- 
nation of many insurance practices 
which have been taken for granted in 
the past, although probably this has 
been a factor of equal influence. 


But it has been surprising that—as 
a result of all this thinking—little has 
been said until quite recently about 
changes which possibly are indicated 
in the future status of the agent in the 
fields of property and casualty insur- 
ance. Many of the agents themselves, 
to judge from expressions of opinion 
in some of their own meetings and 
from some of their participations in 
the legislative activities of the past six 
months, have no very clear idea that 
there is any necessity for change. The 
maintenance of the status quo, as far 
as the agent is concerned, has been the 
apparent goal of many. 


Some of the leaders in the agency 
organizations have been sufficiently real- 
istic all along to understand that the 
agents, as an integral part of the insur- 
ance business, would have to adapt 
themselves to changes just as the com- 
panies and the supervisory authorities 
understand this fact. But compara- 
tively little was said about the matter, 
either by agents speaking to agents, or 
by company and governmental repre- 
sentatives speaking to agents. 


Anyone who follows the insurance 
press at all closely can see that there 
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has been a change in this situation dur- 
ing the past few months. Insurance 
publications have begun to feature 
somewhat more strongly the remarks 
of those who have chosen to discuss this 
topic, and the discussions themselves 
have increased in number and in 
straightforwardness.s Some of this 
doubtless is due to the imminence of 
the end of the moratorium; some doubt- 
less is due to the fact that economic con- 
ditions make examination of insurance 
company operating methods imperative. 


On June 12 Manuel M. Gorman, spe- 
cial assistant to the attorney general 
of the United States, addressed a meet- 
ing of the Florida Association of In- 
surance Agents at St. Petersburg upon 
the subject of “The Insurance Mora- 
torium and the Agent”; he seemed to 
wish to indicate rather tactfully that 
the agents are not mere sideline spec- 
tators of the changes that must be made 
in the operation of the insurance busi- 
ness if it is to comply with the new 
applications of certain Federal laws, 
but that there may be a number of re- 
spects in which the agents’ own activi- 
ties could stand some critical self-scru- 
tiny. 


On June 18 Walter F. Martineau, 
deputy superintendent of insurance of 
the state of New York, addressed the 
Insurance Agents Association of Queens 
County upon the subject of “The 
Agent’s Responsibility”; he had a few 
things to say which have not been called 
to attention too often in the past, and 
he quoted the statement of a well- 
known stock insurance executive to bul- 
wark one of his principal points. 


And just to show that the serious 
thinking about the need for change is 
not confined entirely to the traditional 
property and casualty insurance fields 
there was an interesting speech deliv- 
ered at Boston on June 25—before the 
annual meeting of the National Asso- 
ciation of Accident and Health Under- 
writers—by Walter G. Gastil, manager 
of the southern California branch of 
the Connecticut General Life Insurance 
Company, which indicated that some 
questions are being raised in that area 
of the business as well. 


All of them, and the other manifes- 
tations of interest in the agent’s cur- 
rent problems which are beginning to 
multiply, would seem to indicate that 
the changes of the future in the insur- 


ance business are not necessarily to be 
confined to the companies and the reg- 
ulatory authorities. 


Perhaps the most interesting of these 
manifestations is the frequency with 
which articles on the subject have been 
appearing in a publication having so 
large an insurance circulation as the 
New York Journal of Commerce. It 
is not recognized as good newspaper 
practice to espouse causes in the news 
columns, nor is it to be suspected that 
so seasoned a newspaperman as insur- 
ance editor W. S. Crawford would at- 
tempt to do so. The fact that there 
has been this considerable emphasis upon 
the possibility of changes in the status 
of the agent can only be taken as a 
reflection of the existing attitudes of 
leaders in the insurance business that 
such change is presently under discus- 
sion, and that it is something in which 
the readers of insurance publications 
have a very lively interest. Since few 
successful editors can be accused of lack 
of awareness of which subjects interest 
their readers, this attention being given 
to the possibility of change in the 
agent’s relationship to the insurance 
business must be regarded as a barometer 
of much insurance thinking which is 
going on beneath the surface. 


One of the most recent of these ar- 
ticles asserted: “Efforts of local agents 
to raise the standards of their calling 
have been unremitting for several dec- 
ades. They endeavored to get qualifi- 
cation laws enacted and for years ran 
against active opposition on the part 
of companies and indifference on the 
part of legislatures. . . . Undoubtedly 
some of the agents who championed 
these bills did so to keep others out of 
the agency field rather than to advance 
the public interest, but many worked 
for the measures from a higher motive. 
Considerable progress was made in 
this direction for a time, but of late 
this movement has received some hard 
setbacks. Several years ago the Florida 
Association of Insurance Agents got 
before the Supreme Court of that state 
the question of whether the insurance 
commissioner could refuse to license au- 
tomobile dealers as insurance agents 
simply because they were automobile 
dealers. The court held that he could 
not. A law enacted in Indiana in 1935 
confining licensing as agents to persons 
compensated by commissions was held 
unconstitutional a few weeks ago by 
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the Supreme Court of that state... . 
A bill to prevent the licensing as in- 
surance agents of persons dealing in per- 
sonal property on which they place the 
insurance was sent back to committee 
recently by the Pennsylvania legisla- 
ture. This was reported as equivalent 
to killing it. A lawyer who keeps a 
close watch on insurance legislation and 
litigation said the other day that get- 
ting laws or department orders to keep 
qualified persons from becoming insur- 
ance agents has had its day.” 


N the portion of his recent Florida 

speech devoted to the topic of possi- 
ble changes in agents’ operations, spe- 
cial assistant attorney general Manuel 
M. Gorman said: 


“The organization of agents into as- 
sociations for the furtherance of legiti- 
mate common objectives is, of course, 
not subject to condemnation under the 
Sherman Act. It is the natural ten- 
dency of men with interests in common 
to organize into groups. Such groups 
in all walks of life can promote a bet- 
ter understanding of the relation of in- 
dividual interests to common interests. 
They can be a powerful force in fur- 
thering the democratic process and the 
principles of a free economy. 


“Where the objectives of cooperation 
are to eliminate waste and confusion, to 
increase education regarding better 
methods of business, to raise standards 
of business ethics, to secure adequate 
presentation of industry problems be- 
fore government and the public, to 
supply information for the formulation 
of better business judgment—then these 
activities are in the public interest. 


“But insofar as the activities of 
agents are part of the stream of inter- 
state commerce, or affect that com- 
merce, they should avoid group activi- 
ties, rules or practices which hamper 
free operation of the insurance market 
or free access to that market. 


“There are numerous decisions hold- 
ing as violations of the anti-trust laws 
attempts on the part of members of a 
trade group to control, restrict, or dic- 
tate the channels of distribution of 
commodities or services, or to classify 
the trade so as to prescribe persons with 
whom it is or is not permissible for 
members to deal. Such concerted efforts 
have been held to transgress not only 
the Sherman Act, but the Federal Trade 
Commission Act as well. Restraints of 
trade in this field involve attempts to 
force commodities or service to flow in 
particular channels of distribution. 
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“When reduced to a legal analysis, 
such concerted action on the part of 
members of an industry group is seen 
to be a form of restraint of trade de- 
signed to exclude outsiders from the 
market. By their very nature they are 
unlawful and may be placed in the same 
category as agreements to fix prices, 
limit production, or divide territory. 
Nor do the cases decided by the Supreme 
Court appear to distinguish between a 
primary boycott or refusal to deal, and 
a secondary boycott or inducing third 
persons not to deal. . . . If you stand 
defensively on old practices, and fail 
to recognize that new concepts of pub- 
lic interest are forcing new interpreta- 
tions of old laws as well as passage of 
new ones, sooner or later you will meet 
disappointment at the hands of an alert 
court. The long range view is impor- 
tant. In considering rules and organ- 
ization structure, therefore, remember 
that if the effects of your program may 
conflict with the objectives of the stat- 
ute, you are storing up trouble for the 
future. 


“It would seem that the wise course 
in the next few months is to review 
group activities, rules, and regulations 
carefully. If you find something ques- 
tionable, analyze it with a view to its 
original purposes. Is it an anachronism 
in your business? What are its benefits 
—and how do these benefits stack up 
against the possible detriment to others? 
Does it tend to inhibit the competitive 
opportunities of other individuals or 
groups? Is it necessary to the continued 
efficient operation of your business? 


“No group in the insurance business 
has a greater stake in free enterprise 
than the agent. Likewise no one can 
contribute more to free competition in 
insurance. Fine, laudable, and even prof- 
itable as the insurance agent’s role has 
heretofore been, past performances are 
not enough. It is the future that counts. 
What that future will be is up to you.” 


ALTER F. MARTINEAU, New 

York deputy superintendent of 
insurance, in his June 18 address to the 
Queens County agents, asserted: 


“The policyholder looks upon the 
agent as an emissary of the insurance 
business, and his opinions of the busi- 
ness are formed largely on the basis of 
his experience with the agent. Under 
these circumstances it is evident that 
the agent can properly represent insur- 
ance only when he harmonizes his con- 
duct with the desires of the companies 
which he represents. There is no place 


in this scheme of things for the agent 
who sets himself up as an apologist for 
the rates or forms of coverage which he 
offers, nor for the conniver who special- 
izes in showing the assured how he can 
take improper advantage of the insur- 
ance company. An agent who so con- 
ducts himself discredits himself as a 
representative of the insurance business, 
and renders a dis-service to his fellow- 
agent. He thereby lowers the respect 
which the policyholder would otherwise 
have for the principles upon which the 
insurance business is conducted.” 


“The recent fire insurance rate revi- 
sion in this state illustrates the type of 
situation which can arise. It was com- 
mon knowledge that agents and brokers 
engaged in a widespread program of 
cancellation and rewriting of fire insur- 
ance business for several days prior to 
the effective date of the rate revision. 
This cancellation and rewriting was un- 
dertaken, of course, in order to avoid 
a presumed increase in premiums for 
the particular assureds. Apparently 
many agents do not regard such actions 
as improper. In fact the Department 
heard some criticisms to the effect that 
the rate revision was timed when many 
agents were away attending a conven- 
tion, and were therefore unable to gain 
the same improper advantage for their 
clients as other agents were obtaining. 
It seems to the Department that the 
burden of justifying their actions ought 
to be on those agents who took such 
improper advantage, and not upon the 
rating organization or the Department 
to show why the same opportunity was 
not extended to all. 


“Incidents of this sort cannot be 
lightly dismissed as an inevitable result 
of our system of doing business. It has 
been stated frequently since the enact- 
ment of U. S. Public Law No. 15 that 
our present system of conducting and 
supervising the business of insurance is 
on trial. A new and greater obligation 
has been imposed upon all insurance 
companies and rating bureaus to justify 
the rates charged. - An equal burden has 
been imposed upon state supervisory au- 
thorities under rating laws enacted in 
many states to pass upon rate filings on 
the basis of the statistical justification 
which the companies or bureaus supply. 
Much time, effort, and money has been 
expended by the companies and by state 
insurance departments in a comprehen- 
sive study of the special problems relat- 
ing to rate-making which now confront 
them. Under these circumstances how 
can we overlook the obligation of the 
agent to align his position with that of 
the companies which he represents? 
How can we permit some agents to 
spend their time finding ways and means 
to circumvent the rate revisions which 
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the experience of the business makes 
necessary? 


“In this connection I should like to 
quote a comment by Mr. Donald C. 
Bowersock, president of the Boston and 
Old Colony insurance companies, in an 
address delivered on May 26, 1947: 


“*Now I wish to comment upon the 
need for agency cooperation when up- 
ward revisions in rates are necessary be- 
cause of experience. Unfortunately, in- 
timations of increased rates have in the 
past frequently been used by agents as 
an excuse for the cancelling and rewrit- 
ing of a tremendous amount of business. 
Notwithstanding the fact companies in 
all equity should receive the increase in 
rates immediately, they are defeated 
from doing so by the acts of their own 
agents. Such action on the part of 
agents may have the result of delaying 
the improvement of the insurance com- 
panies’ experience from three to five 
years on many classes of business. In 
my opinion this is a very short-sighted 
attitude and not in public interest, since 
in the final analysis the income from in- 
creased rates is an additional protection 
to the policyholder, and therefore should 
not be deferred. This is particularly 
true today, when companies are being 
asked by a constantly increasing number 
of agents to accept increased commit- 
ments.” 


“The reference by Mr. Bowersock to 
the three to five year delay which can 
occur in making rate revisions effective 
is very much to the point. It is ap- 
parent that the statistical basis for ad- 
justment of rates can be damaged by 
the disruption of the normal flow of 
business which results from rewriting 
tactics. It is difficult to give proper 
weight to the statistical distortions thus 
produced, and it follows that judgments 
based on the statistical indications are 
therefore that much less reliable.” 


“This is perhaps an opportune mo- 
ment to comment on the part which 
insurance agents can play in persuading 
assureds that fair play prevails in the 
settlement of losses. . . . The agent can 
do much to prevent the improper pay- 
ment of losses, just as he can do much 
to protect the assured from improper 
denial of liability. The occasional agent 
who will encourage his assured to take 
advantage of the insurance company 
thereby strikes a blow at the regard in 
which the institution of insurance is 


held by the public.” 


“The American agency system today 
stands high in the ranks of business 
associations, and through its members 
it renders a valuable service to the busi- 
ness community and to the citizens of 
the country. However, like the busi- 
ness which it represents and the system 
of state supervision which regulates that 
business, the agency system must reex- 
amine its practices in an effort to correct 
shortcomings that still exist.” 
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OME of the remarks of Walter G. 

Gastil, of the Connecticut General 
Life Insurance Company, have some 
bearing upon the general subject. He 
stated: 


“Accident and health insurance is the 
child of the casualty business. In spite 
of the fact that accident and health in- 
surance is personal insurance, it was the 
property insurance companies that rec- 
ognized its need and first offered the 
coverage. It was logical, then, that the 
accident and health business should be 
endowed with a casualty heritage in- 
stead of the life insurance company 
philosophy, namely: (1) a yearly rebuy 
aspect rather than buy once and renew 
annually; (2) cancellable at the home 
office’s wish rather than renewable at 
the policyholder’s election; (3) claims 
adjustment instead of claims settlement; 
(4) relatively small first-year commis- 
sions and equal renewal commissions, 
instead of a large commission for crea- 
tive selling, and a small service fee; 
(5) responsibility for collection and re- 
newal in the hands of the agent who 
remits the net to the company, instead 
of the company collecting its premiums 
and paying commissions; (6) the rela- 
tionship of insured to his broker, rather 
than an insured and his company. After 
all these years the accident and health 
business still adheres in principle to this 
casualty heritage. Perhaps it is time we 
stopped to question—perhaps we have 
outgrown that heritage? Is a new un- 
derstanding of our responsibility to so- 
ciety one answer to that challenge?” 


“We are told that there is a great 
variation in the loss ratio between the 
business of one agent and another— 
that an agent’s business which has a 
high lapse ratio is expensive for a com- 
pany—yet we still pay all agents the 
same rate of commission. Little if any 
progress has been made by insurance 
companies toward providing rewards to 
agents for a low loss ratio or low lapse 
ratio. . . . Is it not possible better cover- 
age—for example, guaranteed renewable 
coverages—would permit larger first- 
year commissions, proper compensation 
for creative selling, a modest service fee 
for continuing service, and give agents 
more time for selling new people, broad- 
en the market, and both the public and 
the agents be better off?” 


“The accident and health business is 
set up on the presumption that general 
agents will select high-grade men, train 
them thoroughly, supervise their activ- 
ities, stimulate them to better earnings, 
issue their policies, provide office facili- 
ties, etc. Thus it is presumed that man- 
agement is entitled to a reasonable 
margin of compensation out of the pre- 





mium dollar. Yet today the margin 
provided for the general agent who pro- 
vides such services, and the one who 
does not, are identical. To my mind 
it seems high time that the institution 
of accident and health insurance do 
something about those individuals who, 
solely because of contract provisions, 
are still able to collect handsome in- 
comes for no service to agents and even 
less service to society. They are im- 
peding the spread of the benefit of ac- 
cident and health insurance to the ma- 
jority of the people at a fair and 
equitable price.” 


“In the past we salesmen have also 
looked too much towards our own pock- 
etbooks, and thought too little about 
the whole job to be done. Far too many 
policies have been sold at wrong classi- 
fications, resulting in pro-rated claims. 
Too little time has been given to fitting 
accident and health policies to the pros- 
pect’s needs. We have insisted upon an 
even shorter application blank to speed 
up its completion, and thus have been 
of no service in helping the home office 
to properly underwrite the risks, nor 
have therein gained any respect from 
the client at the time of purchase or 
the time of claim. We have clamored 
for a quick, slick package sale. We 
have spent our time among prospects 
where sales and profits were easiest to 
make, and not always where coverage 
was most needed. We sold our policy- 
holders and left them, and concerned 
ourselves not at all about keeping them 
sold. We have spent more time selling 
a prospect who already had a policy in 
another company than in doing creative 
selling and developing new buyers. We 
have been so eager to sell more that we 
have not had time to help those who 
had claims, but left it to the claims 
ment to settle or adjust the claims.” 


“So long as we do our underwriting 
at the time of the claim instead of at 
the time of the sale; use short blank 
in order to speed the execution of the 
sale and make a commission, and not 
an adequate blank to provide research 
material for better coverage that bet- 
ter serves society; so long as we focus 
attention on gadgets; so long as the 
home offices fail to modernize their mer- 
chandise, improve their rates; so long 
as anybody can get a contract to sell 
accident and health insurance regard- 
less of character, permanence, or train- 
ing; so long as claims men are trained 
to adjust claims at something less than 
one hundred cents on the dollar of what 
is due; so long as we create one enemy 
without creating ten new friends; so 
long as only a small fraction of society 
is served at all—the future of the acci- 
dent and health business is not too 
secure.” 
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TATISTICS IN INSURANCE 


A few samples of the types of readily available statistical intelli- 
gence, apart from that customarily employed, which might be 
found useful in the carrying on of future operations by fire insur- 
ance and casualty insurance companies, with some offhand com- 
ments upon the current significances to insurance of information 


By George D. Haskell 





LMOST from its inception insurance has been a user of 
statistics. The necessity for basing rates upon an analy- 
sis of loss and expense experience has led to the careful 
gathering of pertinent statistical data, and the analysis of 
that data, in an effort to arrive at insurance rates that would 
be adequate and that would permit the furnishing of sound 
insurance protection. The statistics with which the typical 
insurance company primarily has been concerned have been 
those that have a very direct bearing upon the immediate 
problem of providing insurance coverage. For the most 
part, with exceptions of course, the insurance executive has 
not been too concerned with broader statistical material of 
a general economic nature. 


No business has a greater need for the study and under- 
standing of a wide variety of factual material with respect 
to business conditions and trends than has fire and casualty 
insurance, for these fields of insurance cut across every seg- 
ment of our business activity in a way that few if any other 
businesses do. It would be difficult to imagine any economic 
or social trend which, in one way or another, is not of some 
concern to insurance—for the risks which insurance seeks 
to protect each are affected vitally by such significant factors 
as the volume of employment, changes in wage levels, costs 
of construction, movements of population, and the like. 


American society has evolved out of a relatively simple 
rural and village society, in which business was compara- 
tively self-sufficient, into a highly complex modern nation 
dominated by great cities with highly specialized business 
organizations. Such a society, with its minute division of 
labor, is a highly interdependent organism in which the in- 
dividual business concern is affected by national and inter- 
national forces beyond its control. 


In such a business world, the business management has 
the problem of trying to understand the forces at work 
which most affect production prospects, and to steer a course 


accordingly. The problem is one of constantly adapting 


business policy to a changing environment. The more one 
knows about the facts of that environment the more intel- 
ligently one may set policies that are sound. Statistical 
data, properly interpreted and wisely used, provide the saf- 
est bases for intelligent business action. 


Many American business firms are well aware of their 
need for statistical information. Large-city banks maintain 
extensive research departments to study and to interpret 
significant business trends. The information thus secured 


JOURNAL OF AMERICAN INSURANCE 


plays a vital part in determining whether to expand or to 
contract credit in a particular field of activity. 


Larger manufacturing companies, which must accumulate 
sizeable inventories of raw materials, likewise make exten- 
sive use of statistical information with respect to probable 
trends in prices and supplies of these raw materials, as well 
as to probable market conditions for the finished product. 
These studies affect not only the buying policies of the 
company, but play an important part in determining future 
production schedules. 


One of the most extensive users of statistical analyses of 
business factors is the modern advertising agency. The 
larger agencies maintain extensive research departments 
which make thoroughgoing statistical and marketing re- 
search studies before setting up advertising campaigns for 
clients. 


Life insurance companies, because of their special inter- 
est in health and in factors affecting the health of the in- 
dividual, for many years have gathered and interpreted 
statistical data concerning health, accident, and disease. 
These studies have formed the bases for much of the dis- 
ease prevention work for which American life insurance 
companies justly are famed. 


The collection of statistical data is expensive, frequently 
requiring a large organization. The manipulation of the 
raw data so as to present a true picture of the facts is a sci- 
ence requiring a highly-trained individual. Once the data has 
been gathered—and the tables, charts, and graphs have been 
prepared by the statistician—the results are readily usable 
by the business man as the basis for intelligent judgments. 


Fortunately for the average business concern, which is 
not large enough to maintain a statistical research depart- 
ment, refined statistical data are readily available. 


By far the most important source of reliable statistical 
data are the various departments of the Federal government 
which, for the most part, maintain high and impartial sta- 
tistical standards. In addition there are a number of private 
statistical organizations whose figures are reliable. Most 
of the private statistical organizations publish not only their 
statistical data, tut publish also their interpretations as 
applied to special problems. 


Although as previously indicated the very broad inter- 
est of the insurance business in almost every phase of eco- 
nomic activity weuld make it almost impossible to repro- 
duce all of the data that might be desired by an insurance 
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company, a few outstanding illustrations may be of inter- 
est to fire insurance and casualty insurance organizations. 


Of special interest to casualty insurance companies writ- 
ing workmen’s compensation insurance are the data with 
respect to the volume of employment and the rate of wages. 
These data come from the monthly report of the Bureau of 
Labor Statistics, and cover 154 manufacturing industries 
and twenty selected non-manufacturing industries. 


The following table, taken from the May, 1947, Monthly 
Labor Review, gives an excellent summary of the trends in 
non-agricultural employment since 1939, in thousands. 


Estimates of employees in non-agricultural establishments, by industry 
division, 1939-1946: 
Finance 
Transp. Service 


Year Total Mfg. Mining Const. Utilities Misc. Govt. 
1939 30,287 10,078 845 1,150 2,912 4610 3,987 
1940 32,031 10,780 916 1,294 3,013 4,781 4,192 
1941 36,164 12974 947 1,790 3,248 5,061 4,622 
1942 39,697 15,051 983 2,170 3,433 5,148 5,431 
1943 42,042 17,381 917 1,167 3,619 5,187 6,049 
1944 41.480 17,111 883 1,094 3,798 5,169 6,026 
1945 39,977 15,302 826 1,082 3,872 5,274 5,967 
1946 40,712 14,365 836 1,493 4,023 5,954 5,595 


While a breakdown of figures for the first half of 1947 
is not yet available on a comparable basis, indications are 
that employment now is in excess of the peak of 1943. It 
is significant that manufacturing employment and payrolls 
have maintained themselves so well in spite of the difficul- 
ties of reconversion from war to peace. The most pessi- 
mistic of business forecasters have not envisioned a reces- 
sion of such magnitude as to cause more than 6,000,000 un- 
employed. The present volume of unemployment is about 
2,000,000, of which more than 1,000,000 represent short- 
term unemployment due to the time lapse while workers 
shift from one job to another. Thus one may anticipate 
that, even with a rather severe recession, the number of 
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individuals employed in manufacturing and involved in 
workmen’s compensation insurance will remain well above 
pre-war levels. 


The trend of earnings of factory workers is illustrated in 
the following table. 


Month Average Weekly Earnings Average Hourly Earnings 
Year 
Non- 
All Durable Non-Durable All Durable Durable 
Mfg. Goods Goods Mfg. Goods Goods 
Jan., 1939 $23.19 $25.33 $21.57 $0.632 $0.696  $0.583 
Jan., 1940 24.56 27.39 22.01 665 717 598 
Jan., 1941 26.64 30.48 22.75 683 .749 610 
Jan., 1942 33.40 38.98 26.97 801 890 688 
July, 1942 36.43 42.51 28.94 856 949 725 
Oct., 1942 38.89 45.31 30.66 893 990 751 
Jan., 1943 4062 46.68 32.10 919 1.011 .768 
July, 1943 42.76 48.76 34.01 .963 1.060 .806 
Oct., 1943 44.86 51.26 35.18 .988 1.086 824 
Jan., 1944 45.29 51.21 36.03 1.002 1.099 838 


July, 1944 45.43 51.07 37.05 1.018 1.116 862 
Oct., 1944 46.94 53.18 37.97 1.031 1.129 878 
Jan., 1945 4756 53.54 38.66 1.046 1.144 891 
July, 1945 AS 38.59 1.033 1.127 902 
Oct., 1945 40.97 44.23 37.76 985 1.066 909 
Jan., 1946 41.15 43.67 38.75 1.004 1.070 941 


July, 1946 43.38 46.24 40.46 1.093 1.177 1,009 
Oct., 1946 45.73 4890 42.45 1.130 1.202 1.056 
Jan., 1947 47.09 49.60 44.42 1.161 1.225 1.093 
Feb., 1947 47.28 49.72 44.69 1.170 1.229 1.106 


The figures in the above table are gross income before de- 
ductions for social security, withholding tax, and the like. 
It also should be noted that the gross earnings figures in- 
clude overtime. The figures show that gross monthly earn- 
ings of factory workers increased 103.9% from January, 
1939, to February, 1947. Weekly earnings for February, 
1947, increased 1€.1% over February, 1946. The average 
weekly earnings, however, still are below the wartime peak 
of $47.50 reached in January, 1945, as the result of shorter 
working hours and a shift from highly-paid war industries 
to the lower-paid consumer goods industries. 
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The trend of hourly wages, exclusive of overtime, is in- 
teresting. The following table gives the hourly rate as of 
January for the years 1939-1947. 


Durable Non-Durable 
Year All Mfg. Goods Goods 
1939 $0.641 $0.702 $0.757 
1940 652 .708 589 
1941 .664 .722 601 
1942 751 826 668 
1943 819 905 .726 
1944 .877 965 .780 
*945 .920 1.005 827 
1946 970 1.037 895 
1947 1.120 1.188 1.046 


It should be noted that, while there have been declines 
from time to time in gross hourly earnings of factory work- 
ers, the hourly rates of pay—exclusive of overtime—have 
increased steadily since 1939. 


Another set of figures of particular interest to fire insur- 
ance companies concerns building costs. Each month the 
Survey of Current Business, issued by the United States De- 
partment of Commerce, publishes several indices of esti- 
mated building costs. The figures for 1946, and for the 
first part of 1947, indicate the rapidity with which these 
costs have risen. The figures cited in the following table 
are those of the American Appraisal Company for thirty 
cities, with 1913 prices considered as 100. 
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The figures are indicative of the success of industrial 
labor in general in maintaining its wartime level of wages. 
As wages fell after V-J Day, with the closing of war in- 
dustry and the shortening of the working day, hourly wage 
rates have been increased to as largely to take up the slack. 
If it is to be assumed that organized labor will be highly 
resistant to wage-rate cuts—which would seem to be a 
sound assumption—and if it is further assumed that so long 
as there is an active market for goods and a substantial 
backlog of orders a reduction in hours of work is not prob- 
able, then it may further te assumed that for some time 
industrial payrolls will remain at close to present levels. 

The sharp increase in building costs is of interest not only 
because it raises the question of how profitable it is to build 
at the present price level, but also because the rise in build- 
ing costs vitally affects the cost of replacements made 
necessary by fire damage. 


There are indications that material costs, other than in 
steel, may have reached their peaks. Some lumber prices 
already have declined. 


Labor costs, however, still are rising. The true picture of 
labor costs is not reflected entirely in the table giving weekly 
and hourly wage averages. Resistance to time-saving and 
cost-saving techniques upon the part of building labor, as 
well as low productivity per man-hour, are important factors 
tending to increase costs by more than the increase in hourly 
wages during the past year. The following table, taken 
from the May, 1947, issue of the Monthly Labor Review, 
shows the average hours and earnings on private construc- 
tion projects for selected types of work during February, 
1947. 





Average Hours 
Type of Work Per Week 
Feb. Jan. Feb. 
1947 1947 1946 


All Types 37.5 37.9 375 
Building Const. 36.9 37.6 37.3 
Gen. Cont. 36.2 37.2 36.8 
Special trades 37.6 38.1 37.8 
Plumb., heat. 39.3 39.9 40.0 
Paint., dec. 36.3 35.9 37.1 
Electrical 40.8 40.2 409 
Masonry 32.4 34.9 33.8 
Plast., lath. 36.3 37.9 34.9 
Carpentry 37.8 37.7 38.7 
Roof., sh. met. 34.1 34.9 35.7 
Excavation 36.0 36.3 35.2 
Nonbuilding 40.4 39.0 39.0 
Highway-street 39.1 37.3 39.5 
Heavy const. 41.0 33.1 40.4 
Other 39.7 40.5 40.3 


Average Weekly Average Hourly 


Earnings Earnings 
Feb. Jan. Feb Feb. Jan. Feb. 
1947 1947 1946 1947 1947 1946 
$58.82 $59.97 $52.74 $1.569 $1.568 $1.406 
58.97 59.97 53.04 1.599 1.594 1.422 
54.91 56.49 50.80 1.516 1.518 1.379 
63.76 64.00 55.37 1.694 1.680 1.465 
66.65 67.16 56.92 1.694 1.681 1.423 
58.75 58.83 55.16 1.619 1.637 1.487 
74.95 73.85 65.28 1.836 1.838 1.596 
52.41 56.49 48.91 1.619 1.618 1.448 
66.84 69.81 55.81 1.840 1.842 1.601 
57.69 58.20 53.37 1.528 1.544 1.379 
51.61 51.49 48.45 1.512 1.477 1.356 
55.00 53.98 45.97 ° 1.529 1.487 1.306 
58.07 56.67 50.60 1.437 1.451 1.296 
53.83 52.23 51.98 1.378 1.401 1.316 
60.16 57.94 54.74 1.467 1.482 1.355 
55.44 56.61 49.27 1.395 1.398 1.224 





The Monthly Labor Review for May, 1947, commenting 
upon the labor cost figures in the construction industry, 
says: ““Average weekly earnings increased over the year for 
all reporting groups engaged in privately-financed construc- 
tion work. For the special trade groups and for non-build- 
ing construction workers, the increase was 15%. Weekly 
payrolls for those engaged by general building contractors 
was 8% more than a year ago. Increase over the year in 
average hourly earnings ranged from 9% (thirteen cents) 
for employees of painting and decorating contractors to 
19% (twenty-seven cents) for workers engaged by plumb- 
ing and heating contractors.” 


It is apparent from the data that building costs are up. 
It is of further interest that in previous post-war periods 
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construction costs have remained at high levels even after 
other prices have declined sharply. 


The data on the volume of industrial employment and 
wages and the data on building costs are but two illustra- 
tions of available statistical material affecting the economic 
environment of insurance companies. Many others could 
be used, depending upon the particular interest of the carrier. 

The insurance business of today is such an integral part 
of our economic system that any factor that affects a seg- 
ment of the business world has its repercussions upon in- 
surance. Modern business, of which insurance is part, is 
highly inter-related. That fact indicates that business lead- 
ership needs to know not only a great deal about its own 
business, but must know something about the forces and 
trends affecting closely related fields of economic activity. 


JULY, 1947—17 








PROGRESS IN 
ORGANIZATION 
TO CHALLENGE 
TRAFFIC TOLL 


& 


Details of Progress in the 
Highway Safety Action 
Program as Reported at 
the President’s Second 

Highway Safety Conference 


OMEWHAT more than a year ago, 

when the removal of wartime re- 
strictions on automobile travel had re- 
sulted in the beginning of an upward 
trend in traffic fatalities that threatened 
a return to the black pre-war situation 
in this field, the first President’s High- 
way Safety Conference held in 
Washington. 


was 


Attendance at the well-publicized 
meeting was large and informed. The 
result of its deliberations, however, was 
nothing much than 
agreement that the fight against traffic 


more startling 
deaths was in need of better organiza- 
tion. Plans were made for organization 
down to the community level, upon the 
theory that what already was known 
about traffic safety could decrease the 
trafhc death toll—if this knowledge 
were more intensively applied. Eight 
advisory groups also were set up for the 
purpose of studying specific aspects of 
the problem of traffic safety, and pre- 
senting recommendations for more ef- 
fective activity in these specific fields. 


Possibly no one was more surprised 
than experienced traffic safety people 
when the Conference was followed over 
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the ensuing months by a marked de- 
crease in traffic fatalities, which un- 
doubtedly was due to some extent to 
the carrying out of the Conference 
plans. 


A few weeks ago—on June 18-20—a 
second session of the President’s High- 
way Safety Conference was held in 
Washington, for the’ purpose of ap- 
praising developments to date and of 
making plans for continuing operations. 
In addressing the Conference, President 
Harry S. Truman said in part: 

“The action program developed at the 
Highway Safety Conference of 1946 is 
a sound and workable program. It can 
and does get results. Now the task is 
to get more of that program applied by 
more of the states and more of the 
communities . . . The reports from the 
states indicate unusually good progress 
in the field of safety education, espe- 
cially in the development of driver 
training courses by our high schools 

Unfortunately, the driver license 
part of the program is not keeping pace 
. . » Uniformity is still lacking among 
the states. And in too many jurisdic- 
tions, as I have pointed out before, the 
licensing laws are nothing more than 
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revenue measures and their administra- 
tion a travesty on public safety. More- 
over, the states report little or no prog- 
ress during the past year in raising 
standards of motor vehicle administra- 
tion. This situation obviously cannot 
be permitted to continue indefinitely. 
A licensing law is a basic weapon in the 
war on accidents. Properly administered, 
it eliminates the dangerously unfit and 
the dangerously irresponsible from our 
streets and highways. It is vital to the 
protection of the vast majority of law- 
abiding motorists and pedestrians. Last 
year I said there was no desire on the 
part of the Federal government to en- 
croach upon state jurisdiction in this 
field, but that the Congress would not 
stand idly by in the face of a grievous 
national accident toll.” 


“Since the action program was formu- 
lated last year vigorous steps have been 
taken by nearly all the Federal agencies 
involved to carry it out in their own 
operations. Especially encouraging are 
the programs which have been under- 
taken for the intensive training of driv- 
ers. Many shortcomings, of course, 
still exist. But I am happy to report 
that progress is highly satisfactory, and 
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that plans have been made to intensify 
these activities in the months ahead. 
They are fully coordinated through a 
Federal Committee on Highway Safety 
in which thirteen Federal agencies now 
are participating. Three national com- 
mittees were established in accordance 
with recommendations made by the 
1946 Conference. These committees 
suggested to me the desirability of call- 
ing this follow-up meeting, and I was 
most happy to act on their suggestion. 
The purpose of the meeting is to weigh 
the strength and the weakness of the 
current program, and to outline fur- 
ther steps which can be taken to speed 
the adoption of the action program by 
all jurisdictions.” 


RINCIPAL interest attached to the 

progress reports offered by the eight 
advisory groups which were set up a 
year ago to deal with specific aspects of 
the highway safety problem—laws and 
ordinances; accident records; education; 
enforcement; engineering; motor ve- 
hicle administration; public informa- 
tion; and organized public support. 


The report of the laws and ordinances 
group, offered by United States Circuit 
Judge Florence E. Allen, Cleveland, held 
that the year had shown substantial 
legislative accomplishment. Two of the 
three states which previously had had 
no drivers’ license laws passed them in 
1947, leaving only one state unregu- 
lated. In twenty-six states committees 
were set up to compare their laws with 
the uniform vehicle code. It urged a 
more receptive attitude by all states 
toward complete uniformity in all rules 
affecting the conduct of vehicle oper- 
ators and pedestrians. ‘To say that 
variations in such rules are desirable be- 
cause of differences in topography or 
climate is to negative a basic purpose 
of the uniform vehicle code,” the report 
recited, ‘“‘which is to assure that under 
a given set of circumstances all law- 
abiding users of the highway, wherever 
they are, will, for example, make a left 
turn in the same manner, having exactly 
the same rights and duties with respect 
to other users of the highways.” It held 
that an outstanding need is centralized 
information in each state regarding traf- 
fic ordinances in its municipalities, and 
educational and promotional effort to 
bring about adoption of the model traf- 
fic ordinance. 

The following reiterations or additions 
to the recommendations made on laws 
and ordinances at last year’s meeting 
were made: that in each state where 
this has not been done there be set up 
a committee—with an appropriate ad- 
visory group—to determine the extent 
to which the state’s motor vehicle laws 
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comply with the uniform vehicle code, 
and to recommend necessary revisions; 
that explanatory material relating to 
recommended revisions be prepared and 
distributed widely to obtain popular sup- 
port before the next state legislative 
sessions; that all states accept the view 
that safety requires absolute uniformity 
in.all rules of the road; that an appro- 
priate governmental agency in each state 
assemble and maintain complete and 
up-to-date information on existing traf- 
fic ordinances in the state’s municipali- 
ties; and that this agency make avail- 
able to municipalities a model ordinance 
following the model traffic ordinance, 
with such modifications as are necessary 
to meet state constitutional require- 
ments. 


The report of the accident records 
advisory group, presented by Dr. George 
Gallup, New York City, indicated that 
—while there was some progress in the 
states during the past year in collecting 
reports of traffic accidents and in using 
these facts in guiding accident preven- 
tion programs—the picture remains 
dark in many jurisdictions. Two new 
state accident record bureaus were es- 
tablished, thirty-six states achieved 


more nearly complete reporting, twice 
as many prepared separate annual sum- 
maries of rural accidents as the year be- 
fore, and there were more special acci- 
dent studies. Few new uses of accident 
data were reported. Reasons for failure 
to achieve better use of accident records 
included poor reporting, inadequate per- 
sonnel, divided responsibility, and lack 
of top level support. 


It recommended that the coordinat- 
ing committees of officials in each state 
should foster study of existing proced- 
ures in processing and using traffic ac- 
cident records, and prepare recommen- 
dations for cooperative action by the 
various agencies, and that similar stud- 
ies should be made in communities. A 
centralized records bureau to act as a 
service agency for all state departments 
should be provided in each state. Trained 
analysts must be provided to develop 
and interpret accident facts. There 
should be greater cooperation between 
communities and the state in reporting, 
analysis, and use of accident records— 
states should furnish accident report 
forms for local use, should assist’ com- 
munities in setting up and improving 
records systems, adopt legislation re- 
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quiring police investigators to submit 
copies of their accident reports to the 
state, and assist local authorities by pre- 
paring periodic summaries of accidents 
for groups of municipalities and for 
some individual cities and counties. It 
was held imperative that further steps 
be taken immediately through the Na- 
tional Conference on Uniform Traffic 
Accident Statistics to obtain greater co- 
ordination between cities and states in 
matters of definitions, forms, and co- 
ordinated programs for special studies 
of accident records. 


Dr. Forrest E. Long of New York 
University, New York City, offered the 
report of the education advisory group, 
and called attention to the encouraging 
fact that motor vehicle accident deaths 
are declining in the five-year-old to 
fourteen-year-old group. The reports 
which this group received from the va- 
rious states on safety education in the 
schools indicated that there is insuffi- 
cient public support and interest, in- 
sufficient financial support, too few in- 
terested and trained school personnel, 
and an overcrowded curriculum. It 
held that when the public demands safe- 
ty education in the schools it will be 
provided more effectively. Great inter- 
est in driver education and training in 
the schools is being manifested, although 
there is complaint of lack of funds for 
adequate programs. School bus safety 
has improved markedly, as has interest 
in school safety patrols. There has been 
considerable legislative activity in the 
field of safety education. 


Fewer teacher training institutions 
are providing traffic safety training fa- 
cilities than a year ago. Better methods 
of teaching safety are being studied. 
The report recommended concentration 
upon the development of programs in 
the following areas: driver education 
and training, safety in pupil transpor- 
tation, school safety patrols, teacher 
preparation, and methods of teaching 
safety. 


“A general appraisal of traffic law 
enforcement in 1946 indicated that it 
was inadequate in quantity and qual- 
ity,” it was stated in the report of the 
enforcement advisory group, submitted 
by Arthur T. Vanderbilt, dean New 
York University School of Law, New 
York City. “Many enforcement agen- 
cies were undermanned and lacking in 
funds and facilities. Enforcement per- 
sonnel in many cases were failing to per- 
form most efficiently with the facilities 
at their disposal . . .Underlying these 
two basic inadequacies were found sev- 
eral more specific obstacles to good en- 
forcement. Most critical among these 
were improper political influences, lack 
of official awareness of the problem, 
inadequate systems of personnel selec- 
tion and training, and unsound organ- 
ization and administration of enforce- 
ment agencies.” 


The report contended that the urgent 
needs are the same as a year ago: more 
adequate facilities and greater adherence 
to certain basic and proved principles 
and techniques of traffic law enforce- 
ment. In the police field increased per- 
sonnel is required. Police agencies must 
be freed from political domination and 
interference in the many places where 
it still is a major factor. Improved 
functional organization is needed, as is 
sounder adherence in city police depart- 
ments to the principle of specialization. 
In the court field there is need for im- 
provement of rural traffic court admin- 
istration, with legislation required in a 
great number of states to remedy the 
many weaknesses and abuses of the pres- 
ent system. There should be closer ad- 
herence to proper principles of traffic 
violator penalization, so that penalties 
assessed will be a real violation deter- 
rent. There is need for more extensive 
and better performance of the functions 
of prosecutors in courts which try traf- 
fic cases. More and better specialized 
traffic training of judges and prosecut- 
ors who handle traffic cases needs stress- 
ing. The report held that the traffic 











TRAFFIC FATALITIES 
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accident problem threatens to become 
worse in the near future unless effec- 
tive measures are taken. 


The engineering advisory group, in 
a report offered by Gibb Gilchrist, pres- 
ident Agricultural and Mechanical Col- 
lege of Texas, College Station, advised 
that it had divided its assigned problem 
into four elements—general aspects, the 
highway, the vehicle, and the opera- 
tion—with all of them save the vehicle 
relating largely to public officials and 
public activities. ‘The end of the war 
found many old roads and many old 
vehicles,” the report declared, “and 
highway engineers found many such 
problems that could not be handled 
quickly, even though the solution might 
be apparent. Equally difficult was the 
dilemma of the vehicle designer and 
builder. The national emergency re- 
quired the safest possible use of roads 
and of vehicles on hand, and the replace- 
ment of worn-out roads and vehicles 
with new designs and models within 
the shortest possible time. Shortages of 
labor and materials have been real limi- 
tations. These things take time.” 


Eight detailed recommendations were 
offered in the engineering report, upon 
the basis of the group’s studies since 
last year’s meeting. They are coordi- 
nation of safety activity, summariza- 
tion of highway planning surveys, re- 
search, allocation of grade crossing 
costs, on-the-job training in state high- 
way departments, upward revision of 
highway design standards, controlled 
access to highways, and improved acci- 
dent records. 


The report explained that county 
roads and city streets were developed 
independently until recent years, but 
the new trend is toward coordination in 
planning and construction of highways 
and streets. This has been aided by the 
fact that, for the first time, Federal 
funds for construction of city express- 
ways were made available in 1944. The 
highway planning surveys which the 
states have been making since 1935, and 
which all states now require, should be 
summarized and used as the basis for 
long-range highway improvement plans. 
Each state highway department should 
undertake some phase of the national 
traffic research program, using the High- 
way Research Correlation Service as a 
clearing house. Prewar activity in elim- 
inating highway-rail crossings has been 
resumed, and states should consider re- 
vising their laws along the lines of the 
Federal-aid Highway Act of 1944 to 
permit more equitable division of costs 
between states and railroads in this ac- 
tivity. All states should establish on- 
the-job training in their highway de- 
partments, and should take advantage 
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of improved standards of highway de- 
sign. 


“Control of access is one of the most 
important safety elements in highways 
handling heavy volumes of traffic,” the 
report states. “Yet it is so new in this 
country that it is still being tested in 
the courts as to its constitutionality. 
Frequently the only way for state high- 
way departments to use this type of 
improvement is to obtain legislation 
specifically authorizing it. It is prob- 
able that this type of facility will ulti- 
mately be accepted universally. In 
view of its high value as a highway 
safety measure, the engineering advisory 
group recommends that the long-term 
policy of all state highway departments 
should be directed toward eventual ac- 
ceptance of the access-control type of 
highway construction.” 


The necessity for leadership on the 
part of public officials was stressed in 
the report of the motor vehicle admin- 
istration advisory group, headed by Ray 
Ingels, Ukiah, California, past president 
of the American Association of Motor 
Vehicle Administrators. He reiterated 
the three primary recommendations of 
last year’s Conference applying to motor 
vehicle administration — the need for 
periodic vehicle inspection, need for 
safety responsibility laws, and need for 
more effective driver licensing. He 
pointed out that last summer’s Police 
Traffic Safety Check indicated that one 
vehicle in three is not in safe operating 
condition. Three states passed safety 
responsibility laws at their 1947 legis- 
lative sessions — to bring the total to 
forty. He recommended that $1 should 
be the minimum fee for drivers’ licenses, 
and made the point that lack of sufh- 
cient funds is the principal existing ob- 
stacle to higher standards of driver li- 
cense administration. 


William J. Scripps, of the Detroit 
News and radio station WWJ, presented 
the report of the public information 
advisory group, and while paying trib- 
ute to what has been done during the 
past year in this field he made it clear 
that there are important gaps in the 
program. He held that while national 
publicity and promotion are important 
—such as the campaign now being car- 
ried on by _ publishers’ associations 
throughout most of the states—public 
information activities in every state and 
community are the essential. There is 
a lack of trained personnel in this field. 
Media are willing to cooperate, but 
could do much more if better highway 
safety materials were available, produced 
by professional personnel and meeting 
professional standards. There is a short- 
age of good safety films, and those or- 
ganizations which are in a position to do 
so should produce such pictures. 
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The advisory group on organized pub- 
lic support, headed by Paul G. Hoff- 
man, South Bend, Indiana, chairman of 
the board of the Automotive Safety 
Foundation and president of the Stude- 
baker Corporation, offered the follow- 
ing set of conclusions: 


1. National programs of public sup- 
port organizations must be carried out 
more effectively in states and munici- 
palities, whether such programs are de- 
signed to support official activity or are 
complete in themselves. Where appli- 
cable this intensified state and local ac- 
tivity should be accomplished by the 
following means: (a) the designation 
of national, state and local safety chair- 
men and committees in all public sup- 
port organizations, to educate their 
own membership in matters relating to 
traffic safety, and to take an active part 
in organized public support programs; 
(b) a complete interchange of infor- 
mation as to the identity of state safe- 
ty leaders in all public support organ- 
izations. As a practical measure this in- 
formation should be obtainable through 
national offices, and exchanged through 
facilities already provided by the Na- 
tional Committee for Traffic Safety; 
(c) the establishing of some regular 
means of transmitting information on 
commitments of national organizations 
in support of highway safety to state 
and local units of such organizations. 


2. In any state where a state-wide 
public support organization has not been 
formed, or where no plans for such or- 
ganization are included in official pro- 
grams, state leaders of public support 
organizations should take the initiative 
in formation of a public support group. 
This activity should be stimulated by 
national organizations and coordinated 


through the facilities of the National 


Committee for Traffic Safety. 


3. Upon the completion of organiza- 
tion of state-wide traffic safety groups 
such groups should offer their assist- 
ance in a supporting, advisory, and con- 
sulting capacity to the Coordinating 
Committee of State Officials or, where 
none exists, to the governor of the state 
and to the appropriate officials heading 
departments with highway safety juris- 
diction. The active existence of these 
statewide traffic safety organizations 
should serve to stimulate the accom- 
plishment of other Action Program 
recommendations, including the calling 
of state highway safety conferences 
where such have not been held, and the 
designation of Coordinating Committees 
of officials. 


4. Statewide public support organi- 
zations, and individual organizations 
within these groups, should take steps 
to develop local programs of highway 
safety in accordance with Action Pro- 
gram recommendations. In this direc- 
tion we advocate the use of techniques 
with dramatic appeal which will focus 
public attention upon the traffic safety 
problem and will stimulate broad sup- 
port from all media of public informa- 
tion. 


5. As a means to further attainment 
of all the foregoing conclusions, the 
various media of public information 
should organize for all possible coordi- 
nation at national, state and local levels. 
Such organized effort might well be in- 
cluded within the structure provided 
for coordination of non-official activi- 
ties by the National Committee for 
Traffic Safety, particularly as many of 
the public information organizations are 
already represented in this committee. 
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INJURIES IN INDUSTRY 


aN improving picture in the field of 
industrial safety is indicated in 
the most recent report released by the 
Bureau of Labor Statistics of the United 


States Department of Labor. It finds 
that the injury-frequency rate (aver- 
age number of disabling industrial in- 
juries for each million employee-hours 
worked) was lower during the first 
quarter of 1947 than for any other 
three-month period since the beginning 
of 1943. 


Because of increased employment, 
however, the total number of disabling 
work injuries experienced by employees 
of manufacturing plants was somewhat 
greater than in the last quarter of 1946. 


For manufacturing as a whole there 
were on the average 16.0 disabling in- 
juries for every million employee-hours 
worked during the first three months of 
1947. This compares favorably with 
the average of 16.2 for the last quarter 
of 1946, and represents a substantial 
decrease from the average of 18.2 for 
the first quarter of 1946. 


Estimates based upon the available 
reports indicate that approximately 
127,000 employees of manufacturing 
plants were disabled by work injuries 
in the first quarter of 1947. This rep- 
resents 2,900 more injuries than oc- 
curred during the preceding quarter, 
and 19,500 more than occurred during 
the first quarter of 1946. 


From the information available at 
the time the report was drafted the 
Bureau of Labor Statistics estimates that 
about 400 of the workers injured dur- 
ing the first quarter of 1947 have died 
as a result of their injuries, and that 
about 5,300 others will have some sort 
of permanent physical impairment. Lat- 
er information as to the outcome of 
injuries considered only temporary at 
the time of occurrence often requires 
a later upward revision in the estimates 
of the volume of serious injuries. 


The Bureau of Labor Statistics holds 
that it is being conservative in estimat- 
ing the time loss represented by 1947 
first-quarter injuries at 2,540,000 man- 
days, and the wage loss at $20,300,000. 


The lowest average frequency rate 
for the first quarter of 1947 was that 
of plants manufacturing synthetic rub- 
ber, in which industry disabling injuries 
occurred at the very low rate of 1.8 
per million employee-hours worked. The 
synthetic textile fiber industry held 
second place with an average frequency 
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rate of 3.0, followed by the electric 
lamp bulb industry with a rate of 3.4 
and the aircraft industry with a rate 
of 4.5. Also in the low-rate group 
were the women’s and children’s cloth- 
ing industry, the communication and 
signalling (excluding radio) industry, 
and the photographic apparatus and ma- 
terial industry, each of which had an 
average frequency rate of 4.9 for the 
quarter. 


At the top of the frequency rate 
range for the quarter were six industry 
groups which had average rates of more 
than 40. Sawmills had an average rate 
of 67.9; plants combining sawmill and 
planing mill operations had an average 
rate of 56.0; the average rate in plan- 
ing mills was 44.8; iron foundries had 
an average rate of 43.6; wooden con- 
tainer manufacturing plants had an av- 
erage rate of 42.8; and plywood mills 
had an average rate of 40.9. 


There was a turn downward in in- 
dustrial accident frequencies during the 
final quarter of 1946, as well, although 
the report of the Bureau of Labor Sta- 
tistics report for that period pointed 
out that this followed the same seasonal 
trend which had been noted during the 
previous three years. Disabling work 
injuries averaged 16.2 per million em- 
ployee-hours worked during the final 
quarter of 1946, as compared with 18.1 
in the second and third quarters, and as 
compared with 18.2 in the first quarter 
of 1946. 


During the fourth quarter of 1946 
an estimated total of approximately 
124,100 manufacturing workers were 
disabled for one or more days as a re- 
sult of on-the-job injuries. When the 
preliminary reports for the quarter had 
been prepared it was known that about 
400 workers had died as the result of 
these injuries, and that about 5,700 oth- 
ers had developed permanent physical 
impairments. 


The working time lost by those in- 
jured during the final quarter of 1946 
was estimated at about 2,482,000 man- 
days, and a wage value of atout $20,- 
000,000, with no allowance for the 
economic losses arising from the deaths 
and permanent impairments. 


The fourth-quarter estimate of 124,- 
100 disabling injuries represented a de- 
cline of about 4,700 injuries from that 
of the third quarter—a_ substantially 
smaller reduction than would be ex- 
pected from a comparison of the in- 
jury frequency rates for the two pe- 


riods. The improvement ‘in the fre- 
quency rate was offset to some extent 
by the general rise in employment dur- 
ing the last quarter. 


The general downward movement in 
injury frequency indicated by the drop 
in the all-manufacturing rate was re- 
flected throughout the list of individu- 
al industries. Seventy-five of the 114 
manufacturing classifications for which 
data were available had significantly 
lower injury-frequency rates in the 
fourth quarter than in the third quar- 
ter of 1946. Twenty-five of these 
were major reductions, each amounting 
to a drop of five or more full frequency- 
rate points. The downward trend was 
apparent in all of the major industry 
groups, but was most pronounced in the 
iron and steel and in the lumber groups. 
In the iron and steel group nineteen of 
the twenty-four separate industry clas- 
sifications had lower injury-frequency 
rates in the fourth quarter than in the 
third, including ten with decreases 
amounting to at least five frequency- 
rate points. In the lumber group all 
of the five classifications had improved 
frequency rates, four of these showing 
reductions of five or more points. 


The best fourth-quarter frequency 
rate for any of the listed 114 industry 
classifications was that of the electric 
lamp bulb industry, which had an av- 
erage injury-frequency rate of 2.4 for 
the period. Other industries with low 
rates for the quarter included photo- 
graphic apparatus and materials 3.9; 
synthetic rubber 4.2; optical and oph- 
thalmic goods 4.8; and explosives man- 
ufacturing 4.9. In contrast the fourth- 
quarter frequency rates for sawmills, 
combined saw and planing mills, wood- 
en-container plants, and iron foundries 
all were above 40. 


The Bureau of Labor Statistics con- 
tends that in review the injury record 
in manufacturing during 1946 appears 
to have been slightly less favorable than 
in 1945. In each of the first three 
quarters of 1946 thé-all-manufacturing 
injury-frequency rate was substantially 
higher than in the corresponding period 
of 1945. The fourth-quarter reduction 
in the 1946 rate, however, was more 
pronounced than the one in 1945. As 
a result of this sharp downward swing 
in the last quarter of 1946 the cumu- 
lative frequency rates for substantially 
the same group of industries were very 
similar in the two years—17.6 in 1946, 
and 17.4 in 1945. 
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WHAT THE YOUNG INSURANCE MAN SHOULD KNOW 


According to advance reports 470 candidates presented them- 
selves on June 11-13 for the examinations given under the direc- 
tion of the American Institute for Property and Liability 
There were two examinations in insurance 
principles and practices, and one each in general education, 


Underwriters, Inc. 


tices. 


law, and accounting and finance. 
tions in the two examinations on insurance principles and prac- 
Examination results will be published in August, and a 
composite set of answers selected from the best examination 
papers will be published later this year. 


Printed here are the ques- 





INSURANCE PRINCIPLES AND PRACTICES—PART | 





l “The risk most commonly self- 
¢ insured by business organizations 
is workmen’s compensation; one of the 
reasons is the limited amount of possible 
loss in any single accident.” (a) What 
are the alternative methods available to 
business organizations for meeting their 
risk problems? (6b) How do you ac- 
count for the widespread use of self- 
insurance in workmen’s compensation? 
(c) Do you agree that in workmen’s 
compensation the possible loss in any 
single accident is limited? Why? 


(a) The “A” Spinning Company 

¢normally values its inventory on 
a “cost or market, whichever is lower” 
basis. At present it has on hand one 
thousand bales of cotton for which it 
paid $100 a bale. The present market 
(June 11) is $165 per bale but a con- 
tract for future delivery in October can 
be purchased now for $140. In order 
to have full protection against fire 
losses, how much insurance should “A” 
carry on the thousand bales of cotton? 
State fully the reasons for the amount 
you have indicated. (b-c) “The com- 
pany shall not be liable as respects the 
property of the assured damaged or de- 
stroyed for more than the actual cash 
value at the time of the accident. If 
as respects the damaged property of the 
assured the repair or replacement . . 
is involved, the company shall not be 
liable for the cost of such repair or 
replacement in excess of the actual 
cash value . . . or in excess of the ac- 
tual cash value . . . whichever value is 
less. Actual cash value in all cases shall 
be ascertained with proper deductions 
for depreciations, however caused.” 
(1) The quoted clause appears in one 
of the following: a plate glass policy, 
or an ocean marine cargo policy, or a 
boiler and machinery direct damage pol- 
icy. Which is it? How did you iden- 
tify it? (2) Is the subject of deprecia- 
tion mentioned in either or both of the 
other two policies? If not, indicate the 
manner in which the subject of depre- 
ciation is treated. 


3 (a) A property owner calls an 
einsurance broker on the tele- 
phone, and requests fire insurance in 
Company “B” on his dwelling. The 
broker replies: “Consider yourself cov- 
ered.” In the event of a fire before 
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the broker obtains a binder or policy 
in Company “B”, does the owner have 
protection? Explain fully the reasons 
for your answer. Include in your an- 
swer a statement of the legal relation- 
ships that exist between a broker and 
the insuring public, and the broker and 
the insurer. (b) In one of the recent 
explosions that rocked the nation a 
fire had been burning for one hour at 
Location 1 before it resulted in an 
explosion. The concussion from the 
explosion at Location 1 caused an ex- 
plosion and fire three hundred yards 
away at Location 2. Location 2 was 
insured under a fire policy in Company 
“C”, and a riot, civil commotion and 
explosion policy in Company ““D”. Com- 
pany “D” says that the fire insurer is 
responsible for all the damage at Lo- 
cation 2. The fire insurer, Company 
“C”, denies this. Assuming the fire 
insurance policy is on the New York 
1943 form, what two principal policy 
provisions therein most probably are 
involved in determining the liability 
of the fire insurer? In order to prove 


that the fire insurer is responsible, what 
interpretation would have to be given 
to the provisions you have mentioned? 
Explain. 








Harry J. Loman, long associated with the 
Wharton School of Finance and Commerce of 
the University of Pennsylvania, is dean of the 
American Institute for Property and Liability 
Underwriters, Inc. 





It has been suggested that in- 

estead of issuing automobile lia- 
bility insurance for private passenger 
cars on the basis of a “description of 
the car”, it should be written only on 
a “named person” or “operator” basis. 
(a) To what extent is the present stand- 
ard automobile liability policy for pri- 
vate passenger cars an “operator’s” pol- 
icy? Describe the provisions of the 
contract that support your statement. 
(5) In what respects is this policy not 
an “‘operator’s” policy? Be specific. (c) 
Do you think that any of the present 
advantages would be lost if private 
passenger car liability insurance were 
written only on a “named person” or 
“operator” basis? If so, why? If not, 
why not? 


The rules of an underwriters’ 

¢association provide as follows: 
“Business interruption (use and occu- 
pancy) insurance shall not be included 
in the ordinary fire insurance upon a 
risk, but must be specifically written 
under a separate and independent pol- 
icy”, and “The description and loca- 
tion of the property that would occa- 
sion business interruption loss must be 
clearly indicated. (a) Explain care- 
fully the reasons for the first rule above. 
(6) If you were writing a business in- 
terruption (use and occupancy) insur- 
ance policy for a manufacturing risk, 
which of the following classes of proper- 
ty would you describe in compliance with 
the second rule above, giving reasons in 
each case: the building in which manu- 
facturing operations are conducted; the 
manufacturer’s powerhouse, generating 
power for the plant; the warehouse in 
which raw materials and finished goods 
are stored; the raw material inventory 
of the manufacturer; the “stock in 
process” inventory of the manufactur- 
er; the finished goods inventory of the 
manufacturer? (c) The business in- 
terruption (use and occupancy) insur- 
ance of a manufacturer was written in 
adequate amount for a term of one year 
commencing July 1, 1946, and ending 
July 1, 1947. On June 1, 1947, the 
manufacturer had a fire which will re- 
quire until October 1, 1947, for restora- 
tion of the damage done. In the mean- 
time the manufacturer has no means 
of operation even on a reduced scale. 
Presumably he would have realized 
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earnings of the type covered by the 
business interruption insurance policy 
at the rate of $20,000 per month. Ex- 
plain how the extent of the insurer’s 
liability will be determined in this case. 


The lease on “‘E’s” residence was 
¢ not renewed, so “E” moved to a 
hotel until he could locate another 
home. Meanwhile $750 worth of sil- 
verware and his piano valued at $1,500, 
were taken to the home of his friend 
“F”, At the time of the removal “E” 
cancelled his fire insurance policy on 
dwelling contents but took no action 
whatsoever with respect to a $1,000 
residence and outside theft policy, with 
50% blanket coverage expiring three 
months later. Fifteen days after the 
removal all of ‘“E’s” silverware was 
stolen when “F’s” home was burglar- 
ized. In an attempt to cover up their 
crime the burglars set fire to the house. 
The fire caused considerable damage in- 
cluding total destruction of “‘E’s” pi- 
ano. “F” carried fire insurance (latest 
dwelling and contents form) for an 
amount in excess of all the fire damage 
sustained, and not subject to coinsur- 
ance. (a-b) With respect to the above 
losses, explain fully the policy provi- 
sions that afforded or denied protection 
to “E” under: the residence and out- 
side theft policy issued to him, and the 
policy covering dwelling contents is- 
sued to “F”. (c) Assume neither of 
the above policies had been in effect at 
the time of the loss but after the loss 
“F” told “E” that he believed his own 
comprehensive public liability policy 
would take care of the loss to ‘E’s” 
property. If this is an accurate state- 
ment explain fully to “E” the policy 
features and provisions that cover this 
loss. If the statement is inaccurate, ex- 
plain the policy provisions and features 
that prevent recovery for this loss. 


7 When “G” attempted to drive 
« his car from the street location 
where he had parked it he found that 
a careless parker barred his exit because 


a fender of his car and a bumper of the 
other car had locked. Such careless- 
ness irritated “G” who was in a hurry 
to catch a train, so he decided to re- 
move his car regardless of the conse- 
quences. When his car was set in mo- 
tion he lost a fender and broke the 
bumper of the other car. When the 
bumper tore loose, a piece of metal from 
it struck a pedestrian in the eye, caus- 
ing a painful and serious injury. ‘“G” 
has a standard automobile policy with 
“10/20 limits” and $5,000 property 
damage, and a standard automobile pol- 
icy with full coverage collision insur- 
ance. Would “G’s” insurance cover: 
damage to the bumper of the other car, 
damage to his own fender, and injury to 
the pedestrian?. For each of these ex- 
plain the interpretations of the policy 
provisions that govern. 


(a) To the extent any of the 
¢ following coverages have an au- 
tomatic reinstatement provision, explain 
its operation: a commercial accident 
policy; credit insurance on a mercantile 
risk; a personal property floater; fire 
insurance on dwelling contents; a work- 
men’s compensation insurance policy. 
() To the extent any of the coverages 
in (a) lack an automatic reinstatement 
provision explain whether or not, from 
the standpoint of the insured, there is 
any need for such a clause. If so, state 
the justification for not including it 
in the policy. 


The “H” Manufacturing Com- 

¢ pany has had a $50,000 com- 
mercial blanket fidelity bond continu- 
ously effective since January 15, 1945. 
An audit revealed a shortage caused by 
one or more of the accounts payable 
clerks authorizing the payment of fake 
bills amounting to $12,500 from Au- 
gust 15, 1946, to January 15, 1947. 
There are ten ‘accounts payable” clerks, 
and precise identification has not been 
made of the person or persons causing 
the loss. (a) Do you believe the bond- 
ing company can be held responsible 


for the $12,500 shortage? Explain fully 
the policy provisions upon which your 
decision is based. (6b) To what extent, 
if any, would your answer to (a) be 
changed if the coverage had been: a 
$10,000 blanket position bond; a name 
schedule bond with penalties aggregat- 
ing $100,000; and a position schedule 
bond with penalties aggregating $100,- 
000? Give specific reasons for your 
answer in each case. 


l In the autumn of 1946 stock 

¢ prices declined sharply. (a) 
Which carrier would be apt to have its 
investment portfolio affected by this 
decline, a fire insurance company or a 
casualty insurance company? (0) Is 
your answer to part (a) of this ques- 
tion explained by: the difference in 
nature of risks underwritten; state reg- 
ulation; both? Explain fully. (c) In- 
sofar as the portfolio of each company 
was affected by the decline in stock 
prices show how you would expect it 
to be reflected in the annual statement 
of the company on December 31, 1946? 
Be specific. 


1 A so-called multiple line insur- 
eance law recently enacted in 
New York state will have the effect of 
activating similar laws which had been 
adopted by other states at an earlier 
date. (a) Explain what is meant by a 
“multiple line” insurance law? (b) 
Why will the adoption of such a law in 
New York help to activate similar laws 
in other states? Explain fully. (c) 
Identify five important coverages that 
a fully multiple line law will enable a 
fire insurance company to add to its 
lines. Identify four important cover- 
ages that such a law will enable a casu- 
alty company to add to its lines. (d) 
Which of the following do you believe 
will derive greater benefit from this 
type of law, a company confining its 
operations to the United States or one 
that also engages in foreign underwrit- 
ing? Give reasons for your answer. 





INSURANCE 


PRINCIPLES AND PRACTICES—PART II 





1 (a) “The recent increase in au- 
¢ tomobile liability rates has 
made many persons give more serious 
thought to the fairness and accuracy of 
the rates with respect to this type of 
risk.” For purposes of measuring dif- 
ferences in hazards between various pri- 
vate passenger automobile liability risks 
what exposure criteria have been used, 
and what have been suggested? Discuss 
briefly the merits of each. (6) The av- 
erage cost per settled case for injuries 
under liability policies has increased sub- 
stantially the last two years. Concur- 
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rently workmen’s compensation average 
case costs have increased also, but not 
nearly so much. Explain fully how you 
account for this difference. 


During 1946 it was frequently 

« stated that fire insurance rates 

were inadequate. However, the “burn- 
ing ratio” for 1946 was lower than in 
1945. (a) In terms of its significance 
in fire insurance rate making, explain 
what is meant by the “burning ratio”. 
(b-c) If the basis rate on schedule 


rated risks were increased 10% and glass 


or minimum rate risks were increased 
by a like percentage, would the same 
relationship exist in final rates as prior 
to the increase between: schedule rated 
risks and class or minimum rate risks; 
risks rated under the Universal Mercan- 
tile Schedule and those rated under the 
Analytic System? Explain both an- 
swers. (d) As a means of increasing 
premium income do you think it would 
be possible to justify a flat additional 
charge per policy (a policy fee)? Ex- 
plain fully the reasons for your answer. 
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“Much of the shrinkage in sur- 
plus reported by fire insurance 


> 


carriers in 1946 is attributed to the 
method of treating acquisition costs and 
other overhead expense when the statu- 
tory unearned premium reserve liability 


is calculated.” (a) For a fire insurance 
company with $1,000,000 of written 
premiums on five-year contracts in 
1946, show the unearned premium re- 
serve liability required at the end of 
1946 and explain how it normally treats 
acquisition cost and other overhead ex- 
penses. (5) Does your answer to (a) 
prove the accuracy of the statement 
quoted above? If so, how? If not, 
submit the additional evidence needed to 
prove its accuracy. (c) The above state- 
ment mentioned only the fire insurance 
carriers. Do you think it is equally 
applicable to the casualty insurance car- 


riers? Explain fully why or why not. 
4 (a) The Standard Fire Policy 
¢ (New York 1943 form) per- 
mits several methods of settlement in 
the event of a fire loss. Describe each 
briefly. Do you believe any of the al- 
ternatives you have mentioned could 
work a hardship on the insured? State 
fully the reasons for your answer. (b) 
“A” is the owner of a building valued 
at $10,000 against which “B” holds a 
mortgage for $7,500. “A” obtained a 
fire insurance policy for $8,000 and 
had it endorsed with a standard mort- 
gage clause to protect “B’. Later a 
loss of $2,500 occurred. ‘‘A” imme- 
diately assigned his claim under the pol- 
icy to a contractor who restored the 
building to its original condition. When 
“B” discovered the arrangement be- 
tween “A” and the contractor he con- 
tended this was a violation of the terms 
of the fire insurance contract and there- 
fore demanded the insurer pay the loss 
to him. As the loss adjuster in this case 
outline fully the settlement you would 
recommend. Give the justifications for 
each feature of your plan and explain 
fully the merits, if any, of ‘B’s” con- 
tention and demand. 


5 At a seaside resort ““C” owns 

«and operates a fourteen-story 
brick hotel of semi-fireproof construc- 
tion, along with an adjoining four-story 
brick garage. In advertising a complete 
service for its patrons the hotel features 
the following facilities: a private cab 
service for patrons travelling to and 
from the railroad station; the modern 
equipment of the garage which can do 
all kinds of auto repair and service 
work, and the quick elevator service to 
store cars on its upper floors; two din- 
ing rooms, one of which is open to the 
public; a bar and cocktail lounge; com- 
bination drug store and soda fountain; 
a laundry and valet service; a barber 
shop; two news stands; one novelty 
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shop; one dance floor open to the public 
two evenings a week; and a ticket office. 
All heat, light, and power are gener- 
ated in a separate one-story building, 
also owned by “‘C”, about twenty feet 
in back of the garage. Four blocks 
away, the hotel provides quarters for 
its servants in a building it has rented 
for two years. The laundry and valet 
service, the barber shop, and the ticket 
office have been leased for three years at 
rentals based on the gross income of 
each. The hotel is open all year with 
seasonal peaks in the summer months 
and the holiday periods. ‘‘C” has fire 
insurance and extended coverage on the 
buildings and contents which he owns. 
(a-b) Identify “C’s” other insurable 
hazards, and indicate for each the spe- 
cific insurance protection that is avail- 
able. Your answer should separate the 
direct and indirect hazards. (c) Which 
of the hazards mentioned in your answer 
to (a-b) could be written to advantage 
under a comprehensive policy or poli- 
cies? Be specific and give reasons for 
your answer. 


7 (a) The owner of the hotel de- 
¢ scribed in the preceding ques- 
tion wishes to know if it would be 
proper for him to advertise his hotel as 
unusually safe from a fire safety stand- 
point. To assist in answering his ques- 
tion list in order of importance five 
questions you would ask about the de- 
scribed premises. Indicate the signifi- 
cance of each question you have asked. 
(6) A truck with a tank full of lubri- 
cating oil valued at $2,000, and insured 
for this amount under a motor truck 
cargo policy, upset and rolled into a 
ravine. In attempting to lift the tank 
container from its precarious position 
on some rocks one hundred feet from the 
bottom of the ravine a cable snapped, 
dropping the container on the rocks, 
and spilled its contents in the ravine. 
The owner had spent $350 on this fruit- 
less endeavor. He now reports the $350 
to the insurance company as part of his 
loss. Does his policy cover this loss? 
Explain fully the interpretation of 
whatever clause or clauses are applicable. 


Some personal property floater 

¢ policies provide for a “$25 de- 
ductible” but do not apply it to such 
hazards as fire, burglary, and the ex- 
tended coverage hazards. (a) Is it con- 
sistent with the usual purposes of a de- 
ductible clause to apply it to some of 
the hazards and not to others? Explain 
fully the reasons for your answer. (b) 
Would a clause under which the insurer 
assumed responsibility only when losses 
exceeded $25 (franchise) accomplish 
substantially the same purpose as a $25 
deductible? Why? (c-d) One of the 


most difficult problems in fire insurance 





is solved by the use of a coinsurance 
clause. To the extent any of the fol- 
lowing coverages have a similar problem 
show how it is solved: products liability 
policy; commercial accident and health 
policy; primary commercial blanket 
bond; mercantile open stock burglary 
policy. Do you think your answer re- 
veals a consistent policy with respect to 
application of the coinsurance principle? 
If so, explain fully the respects in which 
it is consistent. If not, indicate the 
nature of the inconsistency. 


9 “BD” used his own car on an 
¢ errand for his employer. En 
route he picked up his friend “E”. While 
“E” was in the process of alighting 
from “D’s” car he was struck and in- 
jured by a portion of a cornice blown 
by a high wind from the top of an office 
building. ‘“D” was still inside the car 
when the falling cornice crashed 
through the top of his car and crushed 
his shoulder. ‘“‘D” and “E” had medi- 
cal costs of $400 and $600 respectively. 
In addition the injuries prevented both 
of them from earning any income for 
three months. “D” carried: a commer- 
cial accident policy; a standard automo- 
bile liability policy with $500 medical 
payments coverage; and a standard auto- 
mobile fire and theft policy with $50 
deductible collision. To the extent that 
any other person or persons could b: 
held responsible for the consequences of 
the above accident, the appropriate in- 
surance protection was carried. (a) 
Identify the other coverages that would 
be needed by “other person or persons 
. . . responsible for the consequences.” 
For each coverage state the reason it 
would be needed. (b-c) Indicate the 
losses for which each insurer has pri- 
mary responsibility, and show how the 
specific subrogation clauses of the con- 
tracts mentioned in the question and in 
your answer to (a) should operate in 
the final settlement of this case. 


10 “Accident statistics indicate 
« that the home is too often a 
dangerous place.” (a) Which, if any, 
of the procedures and techniques of in- 
dustrial and of automobile accident pre- 
vention do you believe could be applied 
successfully to the reduction of home 
accidents? Give reasons for your an- 
swer. (6b) Which, if any, of the pro- 
cedures and techniques used in indus- 
trial and in automobile accident pre- 
vention do you think could not be ap- 
plied successfully to home accident pre- 
vention? Give reasons for your answer. 
(c) If there are any procedures or tech- 
niques of accident prevention applicable 
to home accidents and not mentioned 
in your answer to (a) and (b), describe 
them and evaluate their effectiveness. 
If there are none, explain why. 
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HE fact that the usual rate for 

motor truck cargo insurance is 
considerably higher today than it was 
in 1940 has aroused the curiosity of a 
large number of operators in this field 
as to the factors which enter into the 
determination of their insurance rates. 
The statement that the higher rates 
are merely a reflection of the generally 
unsatisfactory loss experience in the 
line during recent years has not proved 
specific enough to satisfy this curiosity. 
Nor has it been sufficient to point out 
that cargo values have increased great- 
ly while the trucker’s gross receipts— 
upon which the premiums of large 
trucking risks commonly are based— 
have not kept pace with this rise in 
values of the average load. 


This curiosity is not lessened by the 
circumstance that it is not unusual for 
a trucker to receive widely varying 
rate quotations on his insurance pro- 
tection from different insurance com- 
panies. This variation in quotations is 
not so marked among the principal mu- 
tual insurance carriers writing this type 
of risk which are members of the Mu- 
tual Transportation Insurance Rating 
Bureau, because those companies have 
been attempting to rate motor truck 
cargo risks by schedule. They have 
been able to make progress toward sta- 
bilizing these rates, and toward putting 
them on a basis which measures the 
actual hazard encountered in the risk. 
But the time when a schedule of rating 
on truck operations comparable with 
that available on building fire insurance 
rates is still in the future. Because 
motor truck cargo loss experience is 
being collected on a nationwide basis 
for the first time during 1947, it is 
likely that a more accurate picture of 
the field will be available by next year 
than has been available in the past. 


What are some of the more impor- 
tant factors which enter into the mak- 
ing of motor truck cargo rates? 


The radius over which a truck line 
operates is one of the most important. 
Experience of insurance companies seems 
to show that there is a definite corre- 
lation between long distance operation 
and high loss ratio, even though the 
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SOME FACTORS AFFECTING RATES 
IN MOTOR TRUCK CARGO INSURANCE : 


By William H. Rodda 


operations are broken up into smaller 
units. Other things being equal, more 
losses are expected from a wide radius 
of operation. Thus the schedule devel- 
oped by the mutual insurance compan- 
ies referred to previously includes a 
charge for each hundred miles of radius 
beyond fifty miles (which is rated as a 
local hauling operation). The type of 
territory is important, and a larger 
charge is made for a line which oper- 
ates into large cities than for a line 
which never enters a city of more than 
50,000 population. 


The fire hazard presented by terminal 
locations must be considered, and the 
rates bear a definite relationship to the 
fire insurance rate on the contents of 
terminal buildings. They can be re- 
duced by installation of automatic 
sprinkler equipment and fire extinguish- 
ers in terminals, and by the other mea- 
sures which will bring a credit from the 
fire insurance rating bureau in the reg- 
ular terminal fire insurance rate. 


Fires in trucks on the road are an 
important source of loss, since a fire in 
a rural area almost always results in a 
total loss, and there is seldom any pos- 
sibility of salvage or recovery. The 
installation of safety gasoline tanks on 
all units, and the installation of over- 
turn switches, is strongly recommended. 
The safety gasoline tank is so con- 
structed that it has great resistance to 
crushing, and will not spill gasoline 
when inverted. A smashed gasoline 
tank throws gasoline over the entire 
unit, and there have been numerous 
cases where relatively minor collisions 
resulted in total losses because of the 
ensuing fires. Substantial rate credit 
is given for the installation of safety 
gasoline tanks and overturn switches. 


The operator who carries merchan- 
dise which is highly susceptible to loss 
can expect a higher rate than the car- 
rier of less damageable goods. Even 
though the trucker is hauling general 
merchandise, the insurer tries to get an 
accurate picture of the principal com- 
modities which are hauled over his 





William H. Rodda is secretary of the Trans- 
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routes. A high proportion of eggs, 
butter, and certain other dairy  prod- 
ucts obviously calls for a higher rate 
than if the trucker is hauling pig iron. 
Every trucker is aware of the suscepti- 
bility of textiles, furs, liquors, and to- 
bacco products to theft and hijacking. 
Carrying a large proportion of such 
merchandise calls for a substantial in- 
crease in the rate charge for theft in- 
surance. Insurance companies are 
strongly in favor of automatic alarms 
and pin locks, and give a substantial 
rate credit where such devices are used 
on trucks or trailers. Insurers recom- 
mend that loads of high value or sus- 
ceptible merchandise be broken up be- 
tween two or more units, because ex- 
perience indicates that hijackers will 
take a full load of high value merchan- 
dise in preference to a truck full of 
miscellaneous cargo. Truck lines ob- 
ject to splitting up these valuable car- 
gos, because it means additional expense 
in handling, but usually the ultimate 
saving in insurance cost will more than 
offset the additional handling cost. 


The mechanical condition of the 
trucker’s equipment is vital. Insurers 
observe whether a routine has been set 
up under which drivers report defects 
at the end of each run, and whether a 
daily examination of the equipment is 
made by mechanics. There is a definite 
correlation between loss record and 
maintendnce, and good _ mechanical 
maintenance also indicates a general ex- 
cellence of operation. Run-down equip- 
ment is likely to indicate sloppy opera- 
tion in other respects as well. 


The effectiveness of the check-in and 
check-out system is of considerable sig- 
nificance. The difference between truck 
lines in their overages, shortages, and 
disappearances is largely dependent up- 
on the check system. An example of 
good operation in this regard is that 
of the Railway Express System, which 
says: “We give a receipt and we take 
a receipt.” This procedure is especially 
important with high value merchandise, 
and with packaged merchandise which 
can be appropriated easily by employ- 
ees. Truck lines sometimes object to 
the insurance recommendation of a more 
nearly complete check system on the 
ground that it is expensive. It is more 
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expensive not to have a proper check 
system. 


The proportion of hired unit opera- 
tions appears to be increasing. When 
a truck line has a rush of business there 
always is the temptation to go out and 
hire equipment and men from some 
other trucker. Sometimes free-lance 
owners of tractors have been hired to 
pull trailers, and it has been reported 
that some truckers are changing almost 
entirely to this type of operation in 
order to avoid the difficulties of hiring 
and maintaining their own men and 
their own tractor equipment. Many in- 
surers consider this an extremely unsat- 
isfactory method of operation, and there 
is under consideration the addition to 
the rating schedule of a substantial 
charge wherever a large proportion of 
the business is conducted with hired 
units. The operator has no control 
over hired units, and he must expect 
to pay a charge in his insurance rates 
for the extra hazard of hired unit op- 
erations. 


Driver selection and control is the 
most important and most difficult part 
of safe operation, and consequently poses 
the most difficult problems in motor 
truck cargo insurance rating. Experi- 
ence seems to indicate that the majority 
of claims, both in number and dollar 
amount, are the result of driver error. 
Sometimes the driver error is contrib- 
uted to—or even caused by—manage- 
ment error which has set poor proced- 
ures. The insurers members of the writ- 
er’s organization believe that the big 
difference between truck lines with ex- 
ceptionally good loss records, and those 
with ordinary or bad loss ratios, is pri- 
marily in the selection and control and 
training of drivers. The largest empha- 
sis is on selection. 


It is true that safety program and 
driver training are necessary. A driver 
cannot handle a unit safely and effi- 
ciently unless he has been trained to 
use it. It would be impossible for a 
passenger car driver, even of many years 
experience, to handle a big ten-wheeler 
without a great deal of training. It is 
entirely possible that many drivers never 
could learn to handle a big tractor, 
semi-trailer unit. 


And here is the most important point 
in selection. It is necessary to eliminate 
the accident-prone driver, and by that 
is meant not only the man who is likely 
to have a collision on the road but also: 
(1) the driver who handles his unit 
in such a way that there is shifting of 
cargo; (2) the driver who operates in 
such a way that hijackers find it easy 
to catch him off guard; (3) the driver 
who is careless in making deliveries so 
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that overages, shortages, and disappear- 
ances develop frequently. 


Most truckers have an office safe in 
which they keep a few hundred or a few 
thousand dollars. Usually the combina- 
tion of the safe is made known to only 
one or two people in the office; it would 
be unthinkable to hand out the combi- 
nation to every office worker or every 
dock worker on the job. But there are 
many truckers who think nothing of 
sending out a $30,000 or $40,000 load 
of merchandise over the road in the 
complete control of a man whom the 
trucker saw for the first time that 
morning. The first requisite in driver 
selection is the hiring of men whose 
background is known in detail, who 
have clear police records, and whose 
records with other truckers are clear of 
frequent losses. Many truckers are not 
able to control their hiring and firing 
to the extent they wish. But those who 
do not or cannot control it will pay for 
that lack of control in their insurance 
rates. 


UR organization is beginning to 
believe that the best truck driver 
is the man who is more than thirty years 
of age. Our general study of automo- 
bile drivers and airplane pilots, as well 
as of truck drivers, indicates that a 
high proportion of all accidents comes 
from drivers who are less than twenty- 
five years of age. The young driver 
may be highly skilled, but the skill 
seems to be offset by a tendency to take 
chances. There is a correlation between 
a good loss record and the age of drivers. 
A rate credit is due when 90% of a 
trucker’s drivers are more than thirty 
years of age. 


It is not enough ‘to select a driver 
according to his past record and his ap- 
parent ability; the trucker must also keep 
control of the driver as long as he works 
for him. How much does the average 
trucker know about the personal lives 
of the men who are entrusted with his 
cargos? He may believe that it is none 
of his business if a driver has personal 
difficulties at home, but it is his busi- 
ness, because drivers do not cease to be 
human beings when they come into the 
terminal in the morning to take out a 
truck. 


Keeping a detailed record of every 
driver is recommended. The file should 
include all available information on his 
previous employment and a running ac- 
count of his present work. Every ac- 
cident, however minor, should be in- 
cluded, together with a record of lost 





packages, misdeliveries, and any extra 
cost of equipment maintenance because 
of rough handling. If the trucker must 
deal with unions on the question of hir- 
ing and firing, such a record will help 
to prove his point in connection with 
a poor driver. The union representative 
cannot be blamed for objecting to the 
firing of a driver when the trucker has 
no evidence to support the contention 
that he is unsatisfactory. 


It is desirable to have drivers bonded. 
Not only does this provide needed pro- 
tection against dishonesty, but the in- 
vestigation of the bonding company 
will help to weed out the potentially dis- 
honest employee. 


The trucker should try to give his 
insurance carrier the best loss record 
that he can. Eventually his insurance 
premiums must come out at about twice 
his losses. If the operation is large 
enough to be put on an experience basis, 
a generally accepted method of comput- 
ing the premium is to double the aver- 
age annual loss during the past few 
years, and then to add a factor to take 
care of catastrophe losses. It is intelli- 
gent to have a $250 or $500 deductible 
clause in the insurance policy, because 
that eliminates overhead which the 
trucker otherwise would pay to the in- 
surance company. 


Elimination of losses does more than 
eliminate insurance costs. The amount 
of time it takes to put a tracer through 
on a lost shipment is amazing. The loss 
of a $50 package éventually shows up 
as a $100 insurance premium. Add 
to this the time supervisory personnel 
must spend in attempting to trace the 
package, the time lost by dock workers 
while they are questioned, and the time 
lost by office workers in filling out claim 
papers, and the total cost of claims will 
average close to three times the value 
of the merchandise lost. 


Insurance rates are made by measur- 
ing the chances of loss. There are many 
intangibles in the trucking business and 
some of the measurements may be based 
on judgment, but the good operator 
pays a low rate and the poor operator 
pays a high rate. The low-rated risk 
finds it easier to get insurance. It is 
the high-rated risk that is having diffi- 
culty in finding an insurance company 
willing to write his cargo insurance. In- 
surance companies are writing cargo in- 
surance on truck lines which they be- 
lieve will produce satisfactory loss ratios. 
Our organization calculates the rates 
according to our best judgment of the 
hazards involved. It likes low rates just 
as much as any trucker, because a low- 
rated risk is one upon which few losses 
are expected. 
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221. THOMPSON HEADS COMMISSIONERS. Seth B. Thomp- 
son, Oregon Insurance Commissioner, was elected 
president of the National Association of Insurance 
Commissioners at the organization's 78th annual 
meeting held in Atlantic City, June 1-4. He suc- 
ceeds Robert E. Dineen of New York, who becomes 
vice chairman of the executive committee. Other 
officers of the association include: vice-presi- 
dent, J. Edwin Larson, Florida; secretary-treasur- 
er, William P. Hodges, North Carolina; executive 
committee, David A. Forbes, Michigan, Chairman. 


222, AUTO DEALERS CASE POSTPONED. Illness of Cecil 
Simms, attorney representing the local stock in- 
surance agents of the state, has led to postpone- 
ment of argument on an appeal before the Tennessee 
Supreme Court until the September term in the case 
involving the right of automobile dealers to be 
licensed as insurance agents. The argument was 
scheduled to have been heard on June 5. 


223, N.F.P.A. REELECTS PIERCE. Curtis W. Pierce, 
New York City, president of the Factory Insurance 
Association, was reelected president of the Na- 
tional Fire Protection Association at the organ- 
ization's recent 5lst annual meeting held in Chi- 
cago. All other officers of the Association were 
likewise reelected. 


224, VIRGINIA APPROVES INSTALLMENT PLAN. A plan 
whereby fire insurance may be bought and sold on 
the installment plan in Virginia has been approved 
by the Corporation Commission of that state in a 
2 to 1 decision. 





225. WHITING DIES. Stephen E. Whiting, 73, for many 
years chief engineer of the Liberty’ Mutual Insur- 
ance Co., died recently at his home in Swampscott, 
Massachusetts. He retired from Liberty Mutual in 
1942 after more than thirty years service with the 
company. 


226. ADJUSTMENT BUREAU CHANGES NAME. The corporate 
title of the Fire Companies' Adjustment Bureau, 
Inc., was changed to General Adjustment Bureau, 
Inc., effective as of June 2. 


227. N.C. MUTUAL AGENTS REELECT WHITE. Murray M. 
White, High Point, was reelected president of the 
North Carolina Association of Mutual Insurance 
Agents at the organization's annual convention 
held in Asheville, June 6-7. 


228, DOMESTIC SERVANTS COVERAGE. The New York Con- 
pensation Insurance Rating Board has announced that 
carriers may now write workmen's compensation cov- 
erage on domestic servants for a three-year period, 
either under the standard workmen's compensation 
policy or in combination with comprehensive per- 
sonal liability insurance. 


229, POLLEY HEADS NAUA. Arthur L. Polley, Hart- 
ford, Connecticut, vice-president of the Hartford 
Fire Group, has been elected president of the Na- 
tional Automobile Underwriters Association. 


230. VOIDS KENTUCKY COMPULSORY W.C. LAW. The Ken- 
tucky Court of Appeals has ruled that the 1946 act 
of the State Legislature which compelled employers 
engaged in hazardous occupations to operate under 
the workmen's compensation law is invalid. As a 
result of this decision, workmen's compensation 
a in the state have reverted back to an optional 
status. 
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231. RISK RESEARCH INSTITUTE. W. J. Fitzimons, as- 
sistant to the treasurer of the New York Herald 
Tribune, has been reelected president of the Risk 
Resarch Institute, Inc. Other officers also chosen 
include: H. E. Goodell, Western Electric Company, 
Inc., and E. L. Clark, J. C. Penney Company, Inc., 
vice-presidents; George K. Daniels, Continental 
Grain Company, secretary; and W. P. McGarry, U. S. 
Industrial Chemical Company, Inc., treasurer. Win- 
throp W. Clement resigned as secretary of the Insti- 
tute effective June 30. 


232, G. D. VOLDMAN DIES. Gerrit J. Voldman, pres- 
ident for twenty-five years of Farmers Mutual Fire 
Insurance Company of Allegan and Ottawa Counties, 
Allegan, Michigan, died recently at the hom? of a 
son at Grand Rapids. He was eighty-nine years old. 


233, BLUE CROSS PLAN EXTENSION. The Tennessee Farm 
Bureau Federation has announced that the Blue Cross 
Plan of Hospitalization insurance is to be extended 
to farmers in rural section of Tennessee through 
local county farm bureaus. 

ee 

234, GESEN HEADS NEW ENGLAND MUTUALS. Carl G. 
Gesen, vice-president, Manufacturers & Merchants 
Mutual Fire Insurance Co., Concord, New Hampshire, 
has been reelected president of the Mutual Fire 
Insurance Association of New England. 


235, REPLACEMENT COVER APPROVED. The Massachu- 
setts Insurance Department has approved a replace- 
ment cost insurance endorsement prepared by the 
New England Fire Insurance Rating Association, the 
rates for which will be approximately double the 
cost of straight fire insurance. In Wisconsin the 
governor, over the objection of the state Insurance 
Department, has signed a bill permitting the sale 
of repair and replace cover. 


236. NEW CALIFORNIA ASSISTANT. John B. Alexander 
has been appointed chief assistant Insurance Com- 
missioner of California to supervise compensation 
activities. He succeeds Cecil C. Lloyd. 


237. ADVISES RETURN OF PREMIUM TAX LEVY. Insurance 
Commissioner Donald F. Dickey of Oklahoma has been 
advised by the assistant Attorney General of 
the state to return $48,784 collected in gross 
premium taxes from twelve foreign insurance com- 
panies. Basing his decision on the fact that the 
Legislature has provided other means of collecting 
this levy, which had been placed on the companies’ 
1945 gross premiums, the assistant Attorney Gen- 
eral reversed a previous recommendation to the In- 
surance Commissioner relative to return of these 
funds. 





























238. UNVERZAGT DIES. George W. Unverzagt, presi- 
dent and director of the Allemannia Fire Insurance 
Company of Pittsburgh, died June 7 at the Shadyside 
Hospital in Pittsburgh. 


239. ORDERS KEYSTONE MUTUAL LIQUIDATION. The Key- 
stone Mutual Casualty Company, Pittsburgh, charged 
with maintaining insufficient reserves to cover 
its policies, was ordered liquidated on June 26 by 
the Dauphin County Court. Judge William Hargest 
issued the decree placing the firm in the hands of 
the Pennsylvania Insurance Department for liquida- 
tion, on a petition filed by Deputy Attorney Gen- 
eral Ralph B. Umstead. All policies issued by the 
company, the state insurance department has held, 
must be terminated regardless of type of holder 
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under the terms of the court liquidation order. If 
sufficient funds are found available policyholders 
will be returned their premiums. 


240, WEAVER NAMED S.E.U.A. PRESIDENT. B. F. Weaver, 





New York, assistant United States manager of Royal 
Insurance Company, has been elected president of 
the South-Eastern Underwriters Association. 


241, 1946 COUNTRYWIDE AUTO EXPERIENCE. The nation- 
wide experience of all types of companies doing an 
automobile insurance business in New York State, 
recently made public by the New York State Insur- 
ance Department, shows: 73 stock casualty compan- 
ies wrote net bodily injury premiums totaling 
$293,079,487, losses incurred 64.4, expenses in- 
curred 47.8, net underwriting gain -12.2; 26 mu- 
tual casualty companies wrote net bodily injury 
premiums totaling $66,344,453, losses incurred 
56.8, expenses incurred 34.8, net underwriting 
gain 8.4; 6 reinsurance companies, bodily injury 
premiums $17,113,248, losses incurred 67.6, ex- 
penses incurred 48.1, net underwriting gain -15.7. 





242, CANADIAN FIRE MARSHALS. J. E. Ritchie, deputy 
fire marshal of Ontario, and R. E. Tiffin, Regina 
fire marshal, have been elected president and vic?- 
president respectively, of the Association of Cana- 
dian Fire Marshals. 





243, ARMY INSURANCE BRANCH. L. M. Harff has been 
named to succeed Lt. Col. C. A. Stark as civilian 
chief of the War Department contract insurance 
branch. Harff served as a reserve lieutenant with 
the Navy until January, 1946 when he returned to 
Employers Mutual Liability Insurance Company of 
Wausau, Wisconsin, as chief claims examiner. 


244, MAY FIRE LOSSES. Preliminary estimates of the 
National Board of Fire Underwriters place May, 
1947, fire losses at $56,545,000, an increase of 
22.6% over May, 1946. The May estimate, regarded 
as seasonal, is 16.9% below the total reported for 
April, 1947. Fire losses in the United States for 
the first five months of this year are up $65,370,- 
000 or 25.8% over the corresponding period last 


year. Estimated fire losses by months: 
1946 1947 

Pe ee eee $ 49,808,000 $ 57,180,000 
oy er 51,759,000 64,247,000 
BNE. Sad Wiens alee ano ae 53,252,000 72,435,000 
(| ae ee ree 52,153,000 68,029,000 
a sin earala. dod eee _45,094,000 56,545,000 

EEE, -desrianvabosar $253 ,066,000 $318,436,000 
245, SOULE NAMED MAINE COMMISSIONER. David B. 





Soule, Augusta lawyer, has been nominated by Gov- 
ernor Horace A. Hildreth to succeed Alfred W. Per- 
kins as Maine Insurance Commissioner. The appoint- 
ment is for a three-year term and requires 
confirmation by the executive council. The new 
appointee, who is thirty-one yvears old, graduated 
from Bowdoin College in 1938, and from Boston 
University Law School in 1942. 


246. DRIVING SURVEY. The American Association of 
Motor Vehicle Administrators has just completed a 
survey which shows that 318,000 motorists lost the 
privilege to drive in 1946 for drunken and reckless 
driving, failure to comply with safety responsi- 
bility laws, and other violations. The period of 
license suspension, the survey shows, ranged from 
three days to life, and the average for the country 
in 1946 was forty-five days. 








247, DEATH OF CSCAR D. DUNCAN. Oscar D. Duncan, 
73, senior partner of the New York law firm of 
Duncan and Mount, died suddenly from a heart attack 
in Mountainside Hospital in Montclair, New Jersey, 
on June 12. He was United States general counsel 
for London Lloyds. 


248, TRUCKERS SURVEY INSURANCE COSTS. The House- 
hold Goods Carriers Conference of the American 
Trucking Association, Inc., is currently conduct- 
ing a nationwide survey to determine insurance pre- 
mium costs and claims paid by insurance companies 
on behalf of its members. The Conference has ex- 
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pressed a firm conviction that current insurance 
rates for trucks carrying household goods are too 
high. 


249, PITTSBURGH BUYERS ELECT OFFICERS. W. F. Lund, 
assistant treasurer Gulf Oil Corporation, Pitts- 
burgh, has been reelected president of the Insur- 
ance Buyers of Pittsburgh. Other officers include: 
Howard H. Hook, vice-president, William T. Wills, 
secretary, and T. C. Carson, treasurer. 


250. NEW LIFE BUSINESS DOWN 7%. Life insurance 
purchases in the United States in May showed a de- 
crease of 7% from purchases in the corresponding 
month of last year, according to the Life Insurance 
Agency Management Association. Total purchases in 
May were $1,829,245,000 compared with $1,956,796, - 
000 in May of last year. 





251. GODWIN DIES. David P. Godwin, 55, Washington, 
D. C., chairman of the Forest Committee of the Na- 
tional Fire Frotection Association and national 
fire control chief of the U. S. Forest Service, 
was one of fifty occupants who lost their lives in 
the crash of an airliner in the Virginia mountains 
on June 14. 


252, WEBB HEADS ARKANSAS MUTUAL AGENTS. Charles V. 
Webb, Morrilton, has been elected president of the 
Arkansas Association of Mutual Insurance Agencies. 
He succeeds W. M. Ritter of Fayetteville. 


253. ALABAMA DEPUTY RESIGNS. Deputy superintend- 
ent R. Nelson Cartwright, Jr., of the Alabama In- 
surance Department has resigned to accept a posi- 
tion as executive vice-president of the Farmers 
National Bank of Opelika, Alabama. 


254, AETNA STOCK REGISTRATION. Aetna Insurance 
Company on June 20 filed a registration statement 
for 250,000 shares of $10.00 par capital stock. 
The shares will be offered first to stockholders 








for subscription on a one-for-three basis. Pro- 
ceeds will be added to capital funds. 
255. KOSER HEADS PENNSYLVANIA MUTUALS. Henry H. 





Koser, president, Lititz Mutual Insurance Company, 
was elected president of the Pennsylvania State 
Association of Mutual Insurance Companies at the 
organization's annual meeting held in Hershey, 
Pennsylvania, on June 16-17. 


losses for May, 1947, totaled $3,941,700 according 
to the Monetary Times, compared with $3,806,010 in 
the same month last year. 





257. TENNESSEE MUTUAL AGENTS. J. J. Und-rwood, 
Columbia, has been named president of the Tennes- 
see Association of Mutual Insurance Agents to suc- 
ceed Tom Pace, Jr., Knoxville. 





258, FIRE PREVENTION EXECUTIVE COMMITTEE NAMED. An 
executive committee of the continuing committee 
set up as the result of th> President's Conference 
on Fire Prevention, held in Washington May 6-8, 
has been announced by W. E. Reynolds, Washington, 
commissioner of the Public 83uildings Administra- 
tion and chairman of t%. continuing committee. 
Headed by W. Walter Williams, Seattle banker and 
industrialist, its members are: A. Bruce Bielaski, 
assistant manager Natiorval Board of Fire Under- 
writers; Hubert R. Gallagher, associate director 
Council of State Government; Willard E. Givens, 
executive secretary National Education Associa- 
tion; and Dr. James T. Nicholson, vice-chairman 
American Red Cross. 





259. INSURANCE BUYERS ELECT BASS. Ray S. Bass, 
treasurer of the A. E. Staley Manufacturing Con- 
pany, Decatur, Illinois, was elected insurance 
vice-president of the American Management Associ- 
ation at the organization's annual meeting. He 
succeeds I. M. Carpenter, Manager Insurance De- 
partment, Ebasco Services, New York, who was 
elected to the board of directors along with Mar- 
shall B. Dalton, president, Boston Manufacturers 
Mutual Fire Insurance Company, Boston. 
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260. PERSCHBACHER DIES. Gustave A. A. Perschbacher, 
71, president of the Cream City Mutual Fire Insur- 
ance Company, Milwaukee, from 1940 until 1946, 
died recently after an illness of several months. 


261. MEDICAL PLAN MERGER ORDERED. The Council on 
Medical Service of the American Medical Associa- 
tion, meeting as a board of arbitration, has or- 
dered consolidation of the physician-operated and 
prepaid medical and surgical care plans of the 
Milwaukee County and Wisconsin state medical soci- 
eties. 


262. 1946 COMPENSATION EXPERIENCE. The New York 
Insurance Department report on countrywide work- 
men's compensation insurance experience of insur- 
ance companies doing business in New York, released 
on June 24, shows: sixty-nine stock casualty com- 
panies with a premium income of $251,891,880, loss 
ratio of 57.7, expenses incurred 39.2, net under- 
writing gain 3.1; twenty-eight mutual casualty 
companies, premium income $149,508,566, loss ratio 
60.3, expenses incurred 23.2, net underwriting 
gain 16.5. 








263. WDC_FUNDS TO U.S. TREASURY. The government 
corporations appropriation bill, recently passed 
by the United States House of Representatives, 
would requirs the War Damage Corporation to turn 
over to the Treasury $210,751,619. The House Ap- 
propriations Committee, which prepared the bill, 
found that the required turnover of this sum of 
money to the Treasury, would leave WDC with a re- 
serve of approximately $20,000,000, to cover liqui- 
dation of WDC obligations to insurance companies 
that participated in the War Damage program. 





264. NEW A. & HK. OFFICERS ELECTED. Gilbert H. 
Knight, Cleveland, was elected president of the 
National Association of Accident & Health Under- 
writers at the close of its annual meeting in 
Boston on June 25. 





265, INCREASE IN LIFE INSURANCE LAPSES. The Insti- 
tute of Life Insurance has reported that the ratio 
of ordinary and industrial life insurance policies 
discontinued by lapse or surrender to the average 
number of policies in force increased for the sec- 
ond straight year during: 1946. The 1946 ratio 
— to 6.20% from 5.91% in 1945 and 5.30% in 
1944. 


266. MULTIPLE LINE QUALIFICATIONS. Qualification 
procedures under New York's 1947 multiple line 
statutes are outlined by Raymond Harris, Deputy 
Superintendent and Counsel of the New York Insur- 
ance Department, in a memorandum just released. 

















267, INSURANCE WOMEN ELECT OFFICERS. Miss Helen 
Stombs, Rock Island, Illinois, was elected presi- 
dent of the National Association of Insurance Wo- 
men at the organization's sixth annual convention 
held in New York City, June 18-20. 





268, HUBBARD NAMED IDAHO COMMISSIONER. James Hub- 
bard, Lewiston insurance agent, has been appointed 
Idaho Commissioner of Insurance by Governor C. A. 
Robins, effective July 1. The new appointee suc- 
ceeds Edward B. McMonigle, who served for two and 
one-half years. 





269, POLICY LIMITATION DECISION. The United States 
Supreme Court, in a 5 to 4 opinion rendered June 9 
in the case of United Commercial Travelers v. 
Wolfe, reversed the decision of the South Dakota 
Supreme Court. It held that state is required to 
give "full faith and credit" to the Ohio law under 
which a fraternal insurance company was incorpor- 
ated, and to a provision in the insurer's rules re- 
quiring that suit for death benefits be brought 
within six months. South Dakota held that its own 
Statute of limitations, giving six years for fil- 
ing, governed. The case has been in and out of the 
courts since 1931. 


270, MUTUAL CLAIMS CONFERENCE. Panel discussions 
concerning general liability and direct material 
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damages in the automobile insurance field featured 
the claims conference of the automotive and casu- 
alty section of the National Association of Mutual 
Insurance Companies held in Chicago June 20-21. 
Among the topics explored were: host liability; 
enlarged coverage under financial responsibility 
laws; garage liability; liability in excess of pol- 
icy limits; loss of use claims; third party medical 
payment coverage; increase in volume of poor risks; 
"knock for knock" agreements; establishing auto- 
mobile total loss values; car repairs vs. total 
loss settlements; agents and adjustment; garage 
working arrangements; subrogation; repair costs; 
glass claims depreciation; inspections and moral 
hazard. Speakers included: Walter Dressel, Motor- 
ists Mutual Insurance Company, Columbus, Ohio, 
"Claims adjusters and their Relation to the Pub- 
lic"; W. C. Searl, Auto Owners Insurance Company, 
Lansing, Michigan, "Are Passenger Accident Claims 
Collectible Under Subrogation Rights?"; Warren B. 
King, Minneapolis, Minnesota, attorney, "Claims 
Department Preparation for Defense"; Ernest H. 
Pett, Farmers Mutual Automobile Insurance Company, 
Madison, Wisconsin, "Federal Tort Claims Act"; and 
Earl F. Heffley, Lumbermens Mutual Casualty Con- 
pany, Chicago, “Thirty Years Work for Public Safety 
on Highways." 


271. FINK NAMED SECURITY MUTUAL HEAD. Joseph R. 
Fink has been elected president and general mana- 
ger of the Security Mutual Casualty Company, Chi- 
cago, to succeed Thomas M. Coen, who retired July 
1. John R. Kitch succeeds him as vice-president 
and will also continue as secretary. William F. 
Hendricks, assistant secretary, has been elected 
a director to fill the vacancy on the board of di- 
rectors caused by the retirement. The retiring 
president has been with the company since its or- 
ganization in 1913 as attorney, assistant secre- 
tary, vice-president and director, having been 
elected president and general manager March 14, 
1941. His successor joined the company in 1919 as 
office and claims manager. He was elected vice- 
president and director in 1941. 


272. CHARLES S. CLARK DIES. Charles S. Clark, 83, 
chairman of the board and former president of the 
Grain Dealers National Mutual Fire Insurance Con- 
pany, Indianapolis, died at his home in Chicago on 
June 16. He was the publisher of Grain and Feed 
Journals, Consolidated of Chicago. 








273. MAY TRAFFIC DEATHS. Traffic deaths in the 
United States during May, 1947, were 2,710, an in- 
crease of 6% over May, 1946, according to the Nation- 
al Safety Council. A total of 11,$90 traffic fatal- 
ities was reported for the first five months of 1947, 
an 11% decrease from the corresponding period last 





year. Traffic fatalities by months: 
1946 1947 Increase 

NE ec siedaie. 50 evens 2,95 2,420 -18% 
os ee 2,630 2,160 -18% 
ere 2,840 2,360 -17% 
rr re 2,540 2,340 — 8% 
WOE ease iin aitte wieves bievels 2,560 22710 + 6% 

co: ie a re i3,520 11,990 -11% 


274, SEEK MORATCRIUM EXTENSION. A bill which seeks 
to extend to June 30, 1948, the moratorium against 
application to insurance of certain Federal laws was 
introduced in the U. S. Senate June 27 by Senator 
McCarran, for himself and Senator Wiley, chairman 
of the U. S. Senate Judiciary Committee. The measure 

- S. 1508 - would amend Public Law 15, which granted 
a moratorium te January 1, 1948. On June 30 the 
bill was approved by the Senate Judiciary Committee. 





275. COMPANIES MERGE. Merger of the Standard Surety 
and Casualty Company of New York and the Century In- 
demnity Company of Hartford, both wholly-owned sub- 
Sidiaries of the Aetna Insurance Company and men- 


bers of the Aetna Group, became final of June 30. 


276, NEW WEST VIRGINIA COMMISSIONER. Donald S. 
Butler, former insurance agent, has been named In- 
surance Commissioner of West Virginia in accordance 
with a new state law separating the office of state 
auditor and insurance commissioner. 
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PERIOD INDEX NOS. PERIOD INDEX NOS. 
JAN. 1— 31, 1947 1— 52 * APR. 1— 30, 1947 144 — 182 
FEB. 1— 28, 1947 53— 99 MAY 1—31, 1947 183 — 220 
MAR. 1 — 31, 1947 100 — 143 JUNE 1— 30, 1947 221 — 276 














AGENTS—Richmond municipal property 
69; agents’ meetings to Chicago 76; 
Pennsylvania licensing 85; licensing of 
auto dealers 68, 86, 136, 222; new Pa. 
qualifications 121; membership increase 
155; Richards heads General Agents 185. 


COMMISSIONERS—Association 14, 105, 
157, 163, 221; Alabama 81, 253; Cali- 
fornia 33, 236; Connecticut 90; Idaho 
268; Indiana 192; Louisiana 107; Maine 
117, 245; Maryland 202; Massachusetts 
153; Michigan 98; Minnesota 54; Mis- 
souri 58, 101, 112; Nebraska 113; New 
York 45, 150, 176; Ohio 17; Pennsyl- 
vania 35; Rhode Island 62; Texas 74; 
West Virginia 67, 276. 


COMPANIES—Pennsylvania Casualty 3; 
Columbiana County Mutual 15; Sea- 
board Surety 24; Preferred Risk Mutual 
25; Hawkeye Casualty 30; Factory Mu- 
tual merger 31; Motorists Mutual 38; 
Hingham Mutual 50; Maryland Casu- 
alty 49; Dairymen’s Mutual merger 56; 
Butchers’ Mutual changes name 64; Pre- 
ferred Accident 66,137,181,198; North- 
western Mutual 72; Aetna 78, 254; May- 
flower Mutual 84; Mid-Western In- 
demnity 87; Mutual Fire & Tornado 
Association 92; Firemen’s Fund 94; 
Kentucky and Louisville Mutual Insur- 
ance Company 96; Lumbermens Mutual 
Casualty 99; Nebraska Hardware 110; 
Badger State Casualty 115: Manufac- 
turers Mutual 120; Hudson-Mohawk ab- 
sorbed 123; Lumbermens of Mansfield 
130; Mutual Boiler 148; Cathay Insur- 
ance Co. 162; Hardware of Minnesota 
172; Federal Mutual 188; Central Manu- 
facturers 211; Shelby Mutual 218; Key- 
stone Mutual Casualty 239; Security Mu- 
tual 271; Standard Surety 275. 


COURTS—Auto dealers licensing 2, 16, 
86, 206, 222; N. J. decision 8; WDC 
premium suit 26, 151, 210; assigned risk 
employer liable 28; Missouri rate case 
42, 118, 161; volunteer firemen compen- 
sable 80; Kentucky rate injunction 93; 
authorizes assessment suits 108; St. Louis 
income tax 106; shop steward under W. 
C. Act 116; workmen’s compensation de- 
cision 127; Erie school case 143; State 
Farm licensing 187; salaried agents suit 
214; voids Kentucky compulsory W. C. 
law 230; policy limitation 269. 


DEATHS—Leahy 4; Emery 12; Gunder- 
son 20; Brosmith 57; Dunn 65; Brown 
77; Collins 125; Barry 135; Shallcross 
174; Bassett 190; Schmitt 194; Milne 
200; Donaldson 205; Whiting 225; 
Voldman 232; Unverzagt 238; Duncan 
247; Godwin 251; Perschbacher 260; 
Clark 272. 


INDIVIDUALS — Shield 17; Watt 24; 
Downey 33; Malone 35; Wallace 37; 
Dressel 38; Dineen 45; Harper 49; Her- 
sey 50; Mingenbach 51; Johnson 54; 
King 60; Bisson 62; Hill 70; Christian 
72; Gibbs 74; Taylor 78; Gwaltney 81; 
Allyn 90; Forbes 98; Allen 99; Martin 
107; Lehmkuhl 110; Coburn, 111; Stone 
113; Grimm 114; Perkins 117; Brown 
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122; Alexander 128; Nail 130; Dull 137; 
Gustafson 141; Pease 148; Davis 150; 
Harrington 153; Morrill 176; Welborn 
182; Richard 185; Constable 188; Tower 
188; Leslie 198; Hanley 202; Wagner 
207; Brock 211; Kern 211; French 216; 
Dennis 218; Crum 218; Haines 219; 
Thompson 221; Pierce 223; White 227; 
Polley 229; Clement 231; Gesen 234; 
Weaver 240; Ritchie 242; Harff 243; 
Soule 245; Cartwright 253; Koser 255; 
Hubbard 268; Fink 271; Butler 276. 


LEGISLATION—Keys in parked cars 19; 


War Damage Corp. 23, 263; Maine rate 
legislation 40; township mutual bill 41; 
extension granted 44; Missouri im- 
pounded funds 47; Risk Research rating 
bill 59; propose West Virginia Insur- 
ance Commission 67; Tennessee bills bar 
dealer licensing 68; would authorize re- 
placement cover 75; Wyoming Dept. 
transfer vetoed 102; crop insurance 
study 152,199; California assigned risk 
plan 180; Maine fire policy 204; seek 
moratorium extension 274. 


MEETINGS — Fire prevention conference 


11, 196, 258; meetings scheduled by 
months—March 53, April 100, May 144, 
June 183; Highway Safety Conference 
103; Michigan Mutuals 109; Fire Under- 
writers Assn. of Pacific 111; Mutual 
Transportation Underwriters 129; Ne- 
braska Mutuals 141; National Assn. of 
Mutual Ins. Cos. 139, 270; Iowa mutual 
agents 168; Ohio mutual agents 173; 
Fire Waste Council 175; N. C. Mutual 
Agents 227; Arkansas Mutual Agents 
252; Insurance Buyers of Pittsburgh 
249; Pennsylvania State Assn. of Mu- 
tual Ins. Cos. 255; Tennessee Mutual 
Agents 257. 


MISCELLANEOUS—Knoxville self-insur- 


ance 9; Insurance Cyclopedia published 
10; Manitoba Fund fee 13; Saskatche- 
wan Insurance Office 27; urges changes 
in crop insurance 29; seek change in 
foreign regulations 34; hotel fire safety 
law 39; Richmond municipal property 
69; expand Saskatchewan fund 73; Mis- 
souri assigned risk plan 112; Fire Waste 
Contest winners 147; traffic contest win- 
ners 159; course for traffic court judges 
165; revive ex-commissioner club 166; 
California assigned risk plan 180; unique 
auto policy 208; arson on decline 217; 
Army insurance branch 243; driving 
survey 246; truckers survey insurance 
costs 248. 


ORGANIZATIONS — Prepaid medical 


plans 36, 197, 233, 261; Surety Assn. of 
America 37, 193; National Fire Protec- 
tion Assn. 39, 134, 223; Federation of 
Mutual Fire Insurance Cos. 51; AIl- 
Industry Committee 14; Risk Research 
Institute 59, 231; Association of New 
York State Mutual Casualty Companies 
60; Allied Lines Association 61; Ameri- 
can Bar Association 79; National Assn. 
of Insurance Agents 122; Western Un- 
derwriters Assn. 154; Underwriters Lab- 
oratories 182; Association of Casualty 











and Surety Companies 191; National 
Assn. of Casualty & Surety Underwriters 
198; Insurance Accounting and Statisti- 
cal Assn. 207; Casualty Actuarial Soci- 
ety 209; National Assn. of Insurance 
Brokers 216; National Board of Fire 
Underwriters 217, 219; Fire Companies’ 
Adjustment Bureau 226; NAUA 229; 
Mutual Fire Ins. Assn. of N. E. 234; 
SEUA 240; Canadian Fire Marshals 
242; American Management Assn. 259; 
National Assn. of A & H Underwriters 
264; National Assn. of Insurance Wo- 
men 267. 


RATES—Wisconsin compensation rate re- 


duction 5; boiler-machinery manual 7; 
Allied Lines Association 61; Massachu- 
setts fire rates 71; Minnesota U & O 
policies 83; Kentucky rate injunction 
93; auto liability rates 95, 131; glass 
rates 119, 179; auto physical damage 
169; New York fire rates 184; miscellan- 
eous liability rates 220. 


RULINGS — Wyoming minimum _insur- 


ance rate requirements upped 18; pub- 
lic officers as agents 21; Wisconsin pen- 
alty measure constitutional 22; Wiscon- 
sin bans depreciation cover 32; Michi- 
gan rebating 55; license revocation 58; 
Michigan dwelling policies 63; Pennsyl- 
vania agents’ licensing 85; Connecticut 
amends nationwide definition 88; Penn- 
sylvania cold storage lockers 91; Missis- 
sippi bans depreciation cover 104; Un- 
ion-Group plan 115, 170,203; Pa. agency 
qualification 121; reporting of fire 
claims 124; Tennessee license expira- 
tions 133; licensing of auto dealers 136; 
Michigan insurance rulings review 146; 
Nebraska loss payments 149; Florida 
rules on binders 160; N. Y. financed 
cars 164; Vermont “floor plan” 186; 
excess brokers’ licensing 212; Va. ap- 
proves installment plan 224; replace- 
ment cover 235; advises return of pre- 
mium tax levy 237; multiple line qual- 
ifications 266. 


STATISTICS—1946 accidental deaths 1; 


1946 fire loss 43; A & H premiums 46; 
Canadian premiums 48, 132; 1946 traf- 
fic deaths 52; 1946 fire premiums 145; 
turkey brooder losses 178; 1946 casu- 
alty premiums 195; 1946 farm accident 
toll 213; 1946 countrywide auto 241; 
new life business 250; 1946 compensa- 
tion experience 262; increase in life in- 
surance lapses 265; U. S. fire losses by 
months—January 82, February 126, 
March 158, April 201, May 244; Cana- 
dian fire losses by months—January 89, 
February 138, May 256; traffic fatali- 
ties by months—January 97, February 
140, March 177, April 215, May 273. 


TAX—Savannah premium tax 6; St. Louis 


income tax 106; Florida tax not retro- 
active 142; advises return of premium 
tax levy 237. 


WORKMEN’S COMPENSATION — Hill 


heads Michigan commission 70; domes- 
tic servants coverage 228; voids Ken- 
tucky W. C. law 230. 
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B. harnessing the tornado’s de- 
structive powers, our policyholder, 
the American Blower Corporation, 
is using these natural principles to 
serve Industry. Its Dust Collectors, 
tornadoes in miniature, are engi- 
neered to meet every requirement. 
They are serving countless indus- 
tries in guarding public and em- 
ployee health through the elimina- 
tion of dust nuisances and infrequent 
instances also serve in the reclama- 
tion of valuable by-products. 


Alert to the costliness of hazardous 
employee working conditions, 
American Blower Corporation has 
depended upon this Company for 
Workmen’s Compensation insurance 
since 1914. Our complete protection 
insures them against the financial 
losses caused by industrial accidents 
and occupational diseases, provides 
them safety engineering coopera- 
tion to reduce losses and insurance 
costs and affords them regular divi- 
dend savings that are currently 
20%. This same broad program of 
protection is afforded all this Com- 
pany’s Workmen’s Compensation 
policyholders, 


Our representative in your locality 
will give you details on Workmen’s 
Compensation insurance to meet 
YOUR every requirement, 


MICHIGAN MUTUAL LIABILITY COMPANY | 


163 Madison Avenue, Detroit 26, Michigan 
Dividend Paying—Founded 1912 
Workmen’s Compensation ® Automobile © General Casualty Insurance 
through its affiliate 


ASSOCIATED GENERAL FIRE COMPANY 


it writes Fire Insurance and Allied Lines 



















































The Policy Back of the Policy—Ovr way of doing business 
that makes your interests our first consideration 


EOPLE who want the utmost in dependable 

insurance protection and service at low cost 
naturally turn to mutual companies. For they 
know that the mutual plan of insurance gives 
every policyholder an opportunity to share in 
dividend savings. 


Yes, savings made possible by the mutual princi- 
ples of sound, efficient management 
and careful selection of preferred in- 
surance risks are returned to policy- 
holders. This gives them insurance 
at substantially reduced cost. 


In addition to generous dividend sav- 
ings, policyholders in mutual com- 
panies also enjoy fast, friendly serv- 
ice and protection that’s unexcelled 


for safety. No wonder so many people say there’s 
no better buy than mutual insurance! 


Maximum safety, service and savings to policy- 
holders! These are the three basic reasons why in- 
surance buyers in ever-increasing numbers prefer 
mutual companies such as Hardware Mutuals. 


Non-assessable Casualty and Fire Insurance for your 


AUTOMOBILE... HOME... BUSINESS 


Hardware Mutuals 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company, Home Office. Stevens Point, Wisconsin 
Mutual Implement and Hardware Insurance Company, Home Office. Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office. Stevens Point, Wisconsin 








